SUPPLEMENTAL APPROPRIATION BILL, 1953 


TUESDAY, JULY 1, 1952 


Unirep States SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The committee met at 10:30 a. m. pursuant to recess, in room F-37, 
the Capitol, Hon. Kenneth McKellar (chairman), presiding. 

Present: Senators McKellar, Hayden, McCarran, O’Mahoney, 
Maybank, Ellender, Hill, Kilgore, McClellan, Bridges, Ferguson, 
Cordon, Saltonstall, Young, Knowland, and Thye. 

Also present: Senator Bricker. 


CORPS OF ENGINEERS, ARMY 
Rivers AND Harpors PrRoGRAM 


STATEMENT OF HON. IRVING M. IVES, A UNITED STATES SENATOR 
FROM THE STATE OF NEW YORK 


JONES INLET RIVER AND HARBOR PROJECT, NEW YORK 


Chairman McKe.tuar. The committee will come to order. 

Senator Ives, we will be glad to hear from you at this time. 

Senator Ives. Mr. Chairman, I want to thank you for your kind- 
ness in allowing Congressman Leonard Hall and myself to appear 
before you this morning on a matter in which we are extremely 
interested because it means so much to the people of Long Island. 
It is an emergency situation. 

We are here to plead with your committee for the insertion of a very 
small appropriation item in the supplemental appropriations bill for 
fiscal 1953. It would initiate a river and harbor improvement at 
Jones Inlet on Long Island. The chairman of this committee, your 
honorable self, sir, is acquainted with the seriousness of the emergency 
that is present in this situation. That is the only reason why Congress- 
man Hall and I are here, as'I have already stated. 

What we are asking for is really a small appropriation, really a 
token appropriation which, if provided, would act as notice to the 
Department of the Army that they should go ahead with this project. 
which is so vitally needed. 


ESTIMATED COST 


The estimated cost of the Jones Inlet prajons is roughly $3,700,000. 


Chairman McKer.iar. I thought it was designated as Jones Point? 
Senator Ives. No, Mr. Chairman, Jones Inlet. 
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AMOUNT REQUESTED 


Under the provisions of the authorization bill, the Federal Govern- 
ment would assume one-half of this cost and local interests the other 
half. We are not, however, asking the Federal Government at this 
time to put up any sum of money except a token amount of, say, not 
over $5,000. 

Chairman McKe.iar. Excuse me one minute. The President wants 
me on the telephone. 

(A short recess was taken.) 

Senator Ives. Mr. Chairman, may I continue? 

Chairman McKe.uar. Yes, sir. 

Senator Ives. This $5,000 token appropriation is asked for for the 
following main reasons: 

The Denasibwant of the Army now has authority, under existing 
law, to accept an advance of funds by the local interests representing 
the Federal share of any project. However, the Army has been very 
reluctant to apply this authority, and feels that such action should 
be predicated upon the acceptance of such funds by direct congres- 
sional action as we now request. We understand that a token appro- 
priation is all that is necessary to permit the Department of the Army 
to go ahead with this project and that the local offer of the Govern- 
ment’s share of the project cost is quite sufficient for the purpose in 
question. In fact, $1 would be enough. 

Chairman McKe iar. What would the project cost ultimately? 

Senator Ives. $3,700,000 in round figures, of which the Federal 
Government is now obligated for one-half. We are not asking for that 
one-half. We cannot get started without at least a dollar being paid 
by the Federal Government so that the Army Engineers can go ahead. 
If $5,000 is too much, the Congressman will compromise for $1. 

Senator Youne. What cost will be involved on the part of the 
Army engineers? 


STATEMENT OF HON. LEONARD W. HALL, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


JONES INLET AND HARBOR PROJECT 


Representative Hauu. They will supervise it. They will go ahead 
and run the show. 

Senator Youna. Have you any estimate of what that cost will be? 

Senator Ivns. I do not believe we have. 

Representative Hauu. If I may interject, the Army engineers are 
ready and willing to go ahead. 

Senator Youne. Would it require a large staff on the part of the 
Army engineers? 

Representative Hauu. I do not think so. It is just a stone jetty. 

Chairman McKe.uar. Have you spoken to General Chorpening? 

Senator Ives. No, sir; I have not. 

Let me say this, Senator. As you probably remember, in 1950 your 
committee appropriated or rather authorized $500,000 in the bill of 
that year. You will remember that that was the year when, by 
Executive request, only those projects vitally necessary for the defense 
effort were allowed; and this was thrown out even after the Senate 
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had approved it. So you have already taken affirmative action on 
this for a sum 100 times as great as the sum I am now requesting. 

I will now turn this matter over to Congressman Hall who will go 
into the details or any details you may desire. I want to thank you 
very much for your consideration, Mr. Chairman. 

Representative Hat. Like Senator Ives, Mr. Chairman, I want 
to thank you for allowing me to come here today. I know that it is 
an extraordinary thing to appear before the Supplemental Appro- 
priations Committee on a matter of this nature, but our situation up 
there is desperate. 

FEDERAL-LOCAL SHARE 


The Jones Inlet project was authorized in 1945. At that time 
the cost was about $1,800,000, of which the Federal Government, as 
Senator Ives said, was to bear one-half while we were to bear one-half. 

Chairman McKe.iar. Do you mean by that the State or the local 
interests? 

Representative Hauu. Local interests, the State, the county, and 
the town were to bear half of the cost while the Federal Government 
was to bear the other half. 

Since then the cost has gone up from that amount to $3,700,000. 
During that period, however, the situation has been so desperate that 
just as stopgap measures our local people have spent $600,000, and as 
a further stopgap measure this year they must again spend $700,000. 

Chairman McKer.uiar. What is the trouble there? 

Representative Hatu. I am going to show you what the trouble is 
on & Map in just a minute. 

So, in other words, besides one-half of $3,700,000 our local interests, 
because of lack of action on the part of the Federal Government, will 
have poured in this sum of $1,300,000, which amount, from the stand- 
point of a permanent solving of the problem, is completely wasted. 

It will do no good as a permanent measure, but the situation has 
been so dangerous and is so dangerous that we have had to do it. 

Now, this map which I hold before you indicates what is happening 
at Jones Inlet. This shows the village of Point Lookout in 1929 with 
about 3,000 feet of land between it and the inlet. 

These other maps are taken at different times and show the erosion 
in front of Point Lookout until we get down to 1950 with houses beiag 
washed into the inlet. 

This is a village of about 5,000 people with an assessed valuation of 
$10,000,000. As I say, just as stop-gap measures local interests have 
poured in $1,300,000 in pushing stones down into there in order to 
hold the inlet. 

JETTY CONSTRUCTION 


Chairman McKeuuar. How is it proposed to fix it? Is it to bea 
revetment? 

Representative Haut. The Army engineers tell us that if the 
construct a jetty—-this is the ocean out here—and run it out into the 
ocean for 5,000 feet that will stop this erosion which is taking place 
here. That is our proposition. 

As I say, we have poured in—and we cannot get back a nickel of it— 
$1,300,000. We are bound to pay one-half of the $3,700,000 which is 
the cost of the jetty. Weare here today asking you to let us go ahead. 








302 SUPPLEMENTAL APPROPRIATION BILL, 1953 


There is no way to go ahead with any permanent improvement unless 
the Congress gives us authorization. 

Chairman McKeuiar. Unless the Congress appropriates the 
money? 

Representative Hatu. Not the whole amount of the money, Mr. 
Chairman. As Senator Ives said, $5,000 will do. 

Now, this project is a staggering thing for us to undertake as a 
small community, but we are willing to do it because if we have 
another big storm we do not know how much of that village will be 
washed into the ocean. 

I have looked through the books to find out whether or not any 
other local interests have ever made any such proposition, and | 
cannot find any. We are willing to advance the whole sum. We 
are not asking you to pay any interest on what we advance, and we 
are not asking the Congress or the Budget Bureau or anyone else to 
say to us that you must pay the money back in 2 or 10 years. We 
just want the authority to go ahead, and we are willing to take the 
chance on when we get our money back. 

Chairman McKe.uar. Mr. Smith, will you call up General Chor- 
pening on the telephone and let me talk to him. 


EROSION OF INLET NARROWS 


Representative Hatu. The last hurricane that we had up there 
tore a great part of this away. I am told by the Army engineers 
that as this narrows, this becomes like water going through the 
nozzle of a hose. The pressure becomes stronger and stronger. 
Right here at the edge of Point Lookout the water is 50 feet deep, and 
the pressure of the water is digging all of the time as the inlet narrows. 
Our local engineers are afraid that we may be just wiped out in the 
event a real storm occurred up there. 

I understand from the Army engineers and I have just been re- 
minded that as soon as the authorization is given by some token 
appropriation in an appropriation bill they are ready to go ahead and 
we will put up the entire sum. 

Chairman McKe tar. I will find out in just a minute. 

Representative Hay. While we are waiting, Mr. Chairman, here 
is another phase of it which is not so desperate, although from a 
navigation standpoint it is very important. 

This is the latest geodetic map which I hold in my hand. The 
Coast Guard has put on the map this legend at this point, ‘Soundings 
in this inlet are not charted because of continual changes.” 

Chairman McKe.uar. Where is the little village? 

Representative Hav. It is right here. 

Now, there are thirty-thousand-odd boat trips a year going through 
there. You can see these fingers of waterways on which local interests 
have already spent millions of dollars. Their use and great value are 
only partly being realized because of the dangerous conditions of 
Jones Inlet. When they use Jones Inlet, the Coast Guard warns 
every boat owner that they are not responsible for the conditions. 

Senator Haypen. Will you point out where the jetty would be 
constructed? 

Representative Hauu. The jetty would be constructed where I am 
indicating. The Engineers say that that will stop this swirling which 
causes the erosion on the west side of the inlet. 
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Chairman McKeuuar. Senator Ives was here a few minutes ago, 
Carl, and he testified as to the seriousness of the situation. 

Senator Haypmrn. I can see that. 

Chairman McKe.uiar. General Chorpening is on the telephone 
now. 

(A short recess was taken.) 


TYPE OF JETTY 


Representative Hatu. I might say that it will take no critical 
materials. This is nothing but a stone jetty, so there are no critical 
materials involved. Big rocks will be put down for a distance ot 
5,000 feet out into the ocean. The Engineers say that that is the 
only answer. 

Thank you very much, gentlemen. 

Chairman McKe iar. All right, sir. You are very welcome. It 
seems to me that the project is very badly needed. 

Representative HALL. We might well wake up some morning and be 
faced with very serious consequences if we do not do something about 
the situation. 

Senator McKe.uuar. All right. Thank you. 


Garrison Dam Reservorr, N. Dax. 


STATEMENT OF HON. MILTON R. YOUNG, A UNITED STATES 
SENATOR FROM THE STATE OF NORTH DAKOTA 


SCHOOL FACILITIES FOR SANISH, VAN HOOK, OSBORN, AND OTHER 
NEARBY SCHOOL DISTRICTS, GARRISON DAM AND RESERVOIR, N. DAK. 


Chairman McKe iar. All right. We will hear now from Senator 
Young. 

Senator Younc. Mr. Chairman, our problem this morning involves 
Garrison Dam and the reservoir to be created. As you know, we have 
had several problems before the committee, and the committee has 
always been most considerate. 

I believe that in the case of a dam as vast as Garrison fair value is 
not adequate to compensate the local people properly. This com- 
mittee and the Congress has recognized that in the past. We are 
appearing here just this one more time, and I hope this will be the last. 

(The following amendment, intended to be proposed by Senator 
Young, was submitted:) 


{H. R. 8370, 82d Cong., 2d sess.]} 


AMENDMENT Intended to be proposed by Mr. Young to the bill (H. R. 8370) 
making supplemental appropriations for the fiscal year ending June 30, 1953, 
and for other purposes, viz: On page 20, between lines 7 and 8, insert the 
following: 

CIVIL FUNCTIONS 


For the planning, construction, and furnishing by the Corps of Engineers of 
adequate elementary and high school facilities in the new combined municipality 
(commonly referred to‘as Newtown) in North Dakota, $450,000, to remain available 
until expended; such planning, construction, and furnishing to be in return for 
the acquisition of, and as a replacement for, the school facilities in the villages of 
Sanish and Van Hook, North Dakota, which are located within areas which have 
been or will be acquired by the United States because of the construction of the 
Garrison Dam and Reservoir project on the Missouri River in North Dakota. 


21643—52——-20 
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GARRISON RESERVOIR 


Chairman McKer.tiar. What reservoir are you talking about? 

Senator Youne. Garrison Reservoir, which will require approxi- 
mately 480,000 acres of land for the dam and reservoir. Our problem 
involves three small towns, Sanish, Van Hook, and Elbowoods, that 
are being inundated. The residents of these towns are moving out 
to a new location on the prairie and are endeavoring to start a new 
town, which is a great problem in itself. 


VALUE OF SCHOOLS 


This final problem, Mr. Chairman, involves two schools. I would 
like to show you pictures of them. They are located at Sanish and 
Van Hook and are two schools that the local people are just now pay- 
ing for. The value placed upon them by the Corps of Engineers is 
approximately $162,500. According to the State superintendent of 
public instruction, whose figures have been corroborated by the 
‘Corps of Engineers, the cost of replacing those facilities will be 
approximately $548,000. 

In the case of the acquisition of most property there, the Corps of 
Engineers have paid the people involved for the property and have 
then sold it back to them for about 25 percent of its valuation. Most 
of these homes and business establishments can be moved over to the 
new town site, but these schools, built of brick, have no salvage value 
to amount to anything. 

So the situation now facing us is that the Corps of Engineers is 
allowing $162,500 to compensate the local district, while the estimated 
cost of a new school, according to the State superintendent of public 
instruction, is $548,000. 

I would like to read part of a letter received from Mr. M.S. Peterson, 
superintendent of the Department of Public Instruction of the State 
of North Dakota, and I will ask that the whole letter then be inserted 
in the record. 

Chairman McKettar. All right, that will be done. 

Senator Youna. Here is the part of the letter which I wish to read: 

Lt. Col. R. J. B. Page, of the Corps of Engineers, has written this office stating: 

‘‘For a school of a capacity, scope of facilities and type outlined in your letter, 
this office agrees that the cost at current construction price levels should be ap- 
proximately $548,000, as per your estimate.” 

He, therefore, agrees with our estimate. However, he also states: 

“However, existing laws and regulations limit the Federal obligation in con- 
nection with the taking of property within the reservoir area to the fair value of 
the property taken. Certain types of facilities can be relocated or replaced in 
lieu of acquisition, but unless otherwise provided by special legislation the Federal 
participation in cost of such relocation or replacement cannot exceed the fair 
value of the property taken. As you are probably aware, this office has acquired 
title to the existing schools at Sanish and Van Hook and final settlement is pending 
in court.” 

AMOUNT REQUESTED 


Now, Mr. Chairman, while the State superintendent of public 
instruction believes that the cost of building adequate school facilities 
there is $548,000, we have shaved that amount down and we believe 
that a school costing $450,000 would serve not only the, purposes of 
the local people in that area but will also provide for the Indian 
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reservation school which will have to be abandoned. In other words, 
the Indian children will be educated in these public schools. 

These communities have lost approximately two-thirds of their 
trade territory and taxable property. That is the reason why we 
believe that Congress has some obligation to help them replace their 
schools. The local districts are willing to go their limit toward raising 
the funds, but even with that the amount estimated, or rather to be 
allowed, by the Corps of Engineers, will be far from adequate in order 
to build the. school facilities. 

Chairman McKetiar. How far out into the water would the 
present sites of these towns be located? 

Senator Younac. Sanish will be way down in the reservoir covered 
by, I suppose, 80 or 100 feet of water. A part of the city of Van Hook 
would be inundated and they would lose their entire trade territory. 
These two towns with a part of Elbowoods, the Indian Agency city, 
which too will be inundated by 80 or 100 feet of water, will move to the 
new town they are trying to establish on the prairie. There will be a 
sizable population there. 

Now, if there are no further questions, Mr. Chairman, I would like 
to have Mr. Q. R. Schulte, State’s attorney of Mountrail County, 
N. Dak., present a brief statement. 

Chairman McKeuuar. Go right ahead. 


STATEMENT OF Q. R. SCHULTE, STATE’S ATTORNEY, MOUNT- 
RAIL COUNTY, N. DAK, 


REPLACEMENT OF SCHOOL FACILITIES 


Mr. Scuutte. Mr. Chairman, my name is Q. R. Schulte. My 
home is in the city of Stanley, Mountrail County, N. Dak., where I 
am engaged in the general practice of law. For the past 6 years I 
have been and am now the State’s attorney of Mountrail County. 

As Senator Young has already stated, 1 appear here in behalf of 
the people of my county and particularly in behalf of the parents and 
children of Sanish, Van Hook, Osborn, and other nearby school 
districts to plead for the construction and furnishing, at Government 
expense, of adequate school facilities in the new combined location 
(commonly referred to as Newtown) to replace the present facilities in 
these districts. 

The Garrison Dam and Reservoir project is wholly a Federal 
undertaking. When completed the project will require approxi- 
mately 480,000 acres of land for the dam and reservoir. This area 
will consist of about 325,000 acres formerly owned by white families, 
and about 155,000 acres of Indian lands. 

As your committee well knows, the owners had nothing to say about 
disposing of their holdings but were forced to do so. Where the prop- 
erty could not be acquired through negotiations, the Government ob- 
tained title by condemnation. 

As in the case of private ownership, public property has also been 
taken for the project. The public school properties of Sanish and 
Van Hook school districts are involved in such acquisition. 

In each of these places there are now adequate elementary and high 
schoo] facilities to amply accommodate the school population of the 
district and surrounding area. Moreover, these facilities are ade- 
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quate to accommodate more than a normal increase in the attendance 
for many years into the future. 


SANISH SCHOOL OFFER 


The Corps of Engineers has offered the sum of $87,500 for the 
ucchase of the school property in Sanish, and the sum of $75,000 
or the purchase of the school property in Van Hook, making a total 
of $162,500. While the amount offered may be a fair and reasonable 
price for the depreciated values of the buildings, it falls far short of 
representing the replacement values, or the value to the respective 
school districts. 

Although it is agreed between the Government and. the school dis- 
tricts that the offers mentioned are less than one-third of the replace- 
ment cost, nevertheless the Government is estopped from paying any 
greater sum than offered due to Federal legislation governing such 
matters. 

ESTIMATED REPLACEMENT COST 


With the cost of replacement facilities estimated at $550,000 there is 
a deficit of $387,500, for which there is no Federal or State legislation 
enabling the school district to raise this sum. 

We have been advised by the Corps of Engineers that orders to 
evacuate the two villages will soon be issued. Because of the lack of 
funds and the impossibility of providing the necessary financing, no 
plans for constructing replacement facilities have been or can be 
formulated. 

This puts us in the position where are are forced to move from 
Sanish and Van Hook, having our present school properties taken 
from us and relocating in a new site where no provision for necessary 
school facilities has been made. 

All of us recognize that education is of paramount importance in 
every community. We are sure you will give your studied consider- 
ation to our dilemma, and ask your favorable action by providing the 
requested legislation. 

I think that is all, Mr. Chairman. 

Chairman McKexuiar. Did you bring this matter up before the 
House? 

Mr. Scuutre. Yes, sir, we did. 

Chairman McKe.uar. Did the House allow anything? 

Mr. Scuutte. The House did not allow us anything. 

Senator Youna. Mr. Chairman, the other witness whom we have 
here is Mr. F. J. Traynor, who has been mayor of Van Hook for a good 
many years. He is one of those unfortunate people who will have to 
evacuate his home and business. He has lived in his home for some 
40 years and like others has spent much time planting shrubbery and 
improving his home. I think this is a typical example of the hardship 
that these people are going through. They are not complaining a bit, 
Mr. Chairman, but they are just trying their best to establish 
Newtown. 

Senator ELLENDER. What is the size of Van Hook? 
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STATEMENT OF L. J. TRAYNOR, MAYOR, VAN HOOK, N. DAK. 
REPLACEMENT OF SCHOOL FACILITIES 


Mr. Traynor. About 500. 

Senator ELLENDER. And what is the size of Sanish? 

Mr. Traynor. About the same. 

Senator ELLuNDER. And is there a consolidated school? 

Mr. Traynor. No, sir. 

Senator ELLENDER. What proportion of the assessable property 
are you losing? 

Mr. Traynor. In our territory? 

} Senator ELLENDER. Yes. 
| Mr. Traynor. About 80 percent. 

Senator ExnenpDER. The other 20 percent will be adjacent to the 
lake and you can farm there? 

Mr. Traynor. Yes, sir. 

Senator ELLENDER. Some few are going to benefit by it anyhow. 

Well, are you moving to a site just off the proposed lake? 

Mr. Traynor. Yes, sir. We will be about 1 mile from the lake. 

Senator ELLENDER. Did you have your city streets paved? 

Mr. Traynor. We had them covered with gravel. However, we 
did have some pavement in the streets. 

Senator ELLenpger. You did not have a sewer system, or anything 
like that? 

Mr. Traynor. No; the Army engineers are replacing the streets 
and the highways. They are replacing the railroads. They are 
replacing the highways leading into the towns. The Government 
should do as much for our schools. 

Senator ELLeNDER. I suppose the layout of the town will be equal to 
the ones that you are evacuating? 

Mr. Traynor. With the two combined we figure that we will have 
a population of roughly 1,000 to 1,200 people. 


AMOUNT REQUESTED 


Chairman McKe.iar. How much is it requested that the Govern- 
ment appropriate? 

Senator Youna. $450,000. Of course, that would be less the 
$162,500. 

Mr. Scuuttr. The $162,500 they were going to put into it anyway. 

Senator SatronsTaLu. So that you are asking for approximately 
$300,000? 

Senator Youna. The difference between $450,000 less $162,000. 

Senator E.tenper. How old are those school buildings? 

aaa Traynor. Our school buildings are approximately 35 years 

old. 

Senator ELLENDER. 35 years old? 

Mr. Traynor. Yes, but they are in good shape. 


PROPOSED FACILITIES 


Senator ELLENDrER. Will the facilities you are going to build be 
much larger than the ones you are leaving? 
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Mr. Traynor. It will be about the same as the combined schools, 

Senator Young. They will also take in the Indian children. You 
see, the reservoir will also cover a portion of the Indian Reservation, 
and the Indian children will attend the public school. 

Senator ELLENDER. Are you asking that the entire amount be 
supplied by the Federal Government? 

Senator Younc. The estimated cost is $548,000, as estimated by 
the Corps of Engineers and the Superintendent of Public Instruction, 
but we are asking for a total of $450,000. 

Senator Tuyr. Senator Young, may I ask this question? You 
received how much money at the time of evacuation tor the purpose 
of impounding the water? 

Mr. Scuutte. If I may explain that—our Senator explained that 
a litthke—the Government engineers offered for the Van Hook school 
$75,000 and for the Sanish school they offered $87,500, making a 
total of $162,500. Now, the Corps of Engineers realized that that 
aniount would not be enough to replace those facilities, but according 
to the law they cannot give us the replacement value. 

senator Taye. That is what they appraised the structures as being 
worth! 

Mr. Scuvuuter. That is right, Senator. 

Senator Tuyr. One was $87,500 while the other was $75,000? 

Mr. Scuuute. That is right, sir. 

Senator Toye. In other words, they are condemning the property 
and appraising it, and that is the amount that-they said it was worth, 
and you will have that amount of money toward building new facilities? 

Mr. Scuvutte. Yes, sir. 





CONSOLIDATION OF SCHOOLS 


Senator Tuyr. Are you going to consolidate these two districts? 

Mr. Scuuute. Yes, sir. 

Senator Tuyr. So you will have this $75,000 plus $87,500, which 
gives you a total of $162,500, which you will be putting into the 
building. Then what you are asking for now is the difference, and 
you anticipate the cost to be $450,000 to give you a school that will 
take care of both school districts plus the Indian children who are 
scattered around, because the Indian reservation was pretty well taken 
over by the impounding of the water in the reservoir. Now you have 
to pick these stragglers up and consolidate them into the school 
district? 

Mr. Scuvutre. That is exactly right. 

Senator Turn. That is the picture you are faced with? 

Mr. Scuutte. That is exactly right. 

Senator Tuyr. And if we do not help you then you do not know 
where you are going to get the money because you have lost 80 per- 
cent of these school districts to the flooded area? 

Mr. Scuvutte. That is correct, sir. 

Senator Tuyx. So that you have only 20 percent of your original 
school districts to assess in order to raise the money to build and to 
retire the debt resulting from the construction of this school property 
once it is constructed? = 

Mr. Scuutte. Yes, sir. 
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Senator Younac. May I point out, Senator Thye, that practically 
all of the buildings in these two towns are frame buildings with the 
exception of these two schools. Where the Army engineers acquired 
these frame buildings and residences, they allowed the appraised value 
and then sold them back for about 25 percent of the assessed valuation, 
they will move those structures and those people will not be hurt so 
far as their business structures or their houses are concerned, because 
they can be moved easily; but these brick structures cannot be moved, 
as you know. 

Senator SatronstTaLuL. And this dam is one of the flood control 
dams? 


Senator Youna. Yes. It takes about 480,000 acres of land out of 
that area. 

Senator Ture. It is Garrison Dam and the land will be flooded by 
the installation of Garrison Dam? 

Senator Youna. That is right, sir. 

Senator Tuyr. On the Missouri River. 

Mr. Scuutte. We are very much obliged to you, Mr. Chairman 
and members of the committee. We thank you very much for your 
patience. 

Chairman McKe tar. All right. We are very much obliged{to 
you. 


(The letter submitted by Senator Young for the record is as follows:) 


State or Norra Dakota, 
DEPARTMENT OF PUBLIC INSTRUCTION, 
Bismarck, N. Dak., June 26, 1962. 
Hon. Mitton R. Youna, 
United States Senator, Senate Office Building, 
Washington, D. C. 

Dear Senator Young: Your administrative assistant, Mr. Pershing Boe, 
called this office in regard to the school-building facilities that will be needed at 
the relocated Newtown. Mr. Boe stated that you wished to receive from us 
information as to the type of facilities needed and to the approximate cost of 
construction. We were also asked to consult the Corps of Army Engineers to 
see What they approximate the cost of educational plant and equipment for this 
school district. 

The size of the plant, of course, is dependent upon the number of children 
who will use the school. The county superintendent has estimated that the 
total school population will approximate between 400 to 450 pupils. Since the 
school districts of Sanish, Van Hook, and Osborn, have now reorganized to form 
one school district, there will be an increase in total school enrollment, The 
‘Indian Service will be located in this city. Since flooding the area has neces- 
sitated relocating the inhabitants of the Indian reservation, it will also be neces- 
sary to provide high school privileges for Indian children who will no longer be 
able to attend at Berthold. _As we understand it, the proposed plan was for 
Indian children attending the Newtown School. We, therefore, believe the 
county superintendent’s estimated probable enrollment of between 400 to 450 
not to be unreasonable. According to the 1950 census, children in the age group 
from 1 through 9 years have increased to 10,000 from 1940 to 1950. This would 
indicate that we can expect increased enrollments. We believe, therefore, that 
it will be necessary to make provisions for approximately 425 pupils. To ade- 
quately house these pupils, we list the following as being necessary in classroom 
space: 

1. Ten elementary classrooms (30 by 25 feet). . Include storage space in each 
room. 
2. Seven high school conference and classrooms. Include storage space in each 
room: 
(a) English language arts (30 by 25 feet). 
(b) Mathematics (30 by 25 feet). 
(c) Social science (30 by 25 feet). 
(d) Physical science (30 by 30 feet), 
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(e) Commercial (30 by 30 feet). 
(f) General (30 by 25 feet). 
(g) Musie room. 
3. Homemaking room. 
4. Woodwork and general shop. 
5. Vocational agriculture. 
6. Library and study hall. 
7. Janitor’s workshop. 
8. Boiler and utility room, 
9. Teachers lounge. 
10. Lunchroom facilities or cafeteria. 
11. Superintendent’s office. 
12. High school principal’s office. 
13. Elementary school principal’s office—teacher-lavatory combination. 
14, Vault for safekeeping of records and materials. 
15. Storage space for janitor. 
16. Toilet facilities—elementary school for both: 
(a) Boys. 
(b) Girls. 
17. Toilet room and lavatory—high school for both: 
(a) Boys. 
(b) Girls. 
18. Gymnasium-auditorium combination with stage and shower facilities for 
health and physical education program. 

We recommend that elementary buildings be of the one-story type. High- 
school buildings can be two stories. The building itself should be of tile with 
brick facing. 

Some time ago, in conjunction with the United States Office of Education, we 
estimated the cost of providing complete facilities for each pupil. This included 
equipment as well as the plant. A survey was made of the cost of construction 
throughout the State and we arrived at the cost of $1,290 per pupil. Multiplying 
425. pupils times this cost would equal $548,250. We believe this to be a fair 
estimate of the cost of construction for 425 pupils. This same information was 
supplied to the Corps of Army Engineers. 

ut. Col. R. J. B. Page, of the Corps of Engineers, has written this office stating: 

“For a school of a capacity, scope of facilities and type outlined in your letter, 
this office agrees that the cost at current construction price levels should be 
es $548,000, as per your estimate.” 

le, therefore, agrees with our estimate. However, he also states: 

‘However, existing laws and regulations limit the Federal obligation in connec- 
tion with the taking of property within the reservoir area to the fair value of the 
property taken. Certain types of facilities can be relocated or replaced in lieu 
of acquisition, but unless otherwise provided by special legislation the Federal 
participation in cost of such relocation or replacement cannot exceed the fair 
value of the property taken. As you are probably aware, this office has acquired 
title to the existing schools at Sanish and Van Hook and. final settlement is 
pending in court.” 

It would, therefore, be necessary that the appropriation not be limited to the ° 
replacement of the original school buildings. 

We hope the information contained in this letter will be of assistance to you in 
getting an appropriation for this school district. Be assured that we appreciate 
everything that you have done and are doing for this new school district. 

Yours sincerely, 
DEPARTMENT OF PuBLic INsTRUCTION, 
M. F. Pererson, Superintendent. 


Bismarck, N. Dax., June 27, 1952. 


Hon. Mitton R. Youna, 
United States Senator, Senate Office Building: 


Letter en route regarding Newton School estimate 425 pupils costs $548,000. 
Believe legislation necessary for other than replacement cost. 


M. F. Pererson, State Superintendent. 
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STATEMENT OF TELFORD TAYLOR, ADMINISTRATOR, SMALL 
DEFENSE PLANTS ADMINISTRATION; JOHN E. HORNE, DEPUTY 
ADMINISTRATOR, SMALL DEFENSE PLANTS ADMINISTRATION ; 
JAMES M. McHANEY, ACTING GENERAL COUNSEL, SMALL 
DEFENSE PLANTS ADMINISTRATION; KEITH L. HANNA, DI- 
RECTOR, OFFICE OF BUDGET AND FINANCE, SMALL DEFENSE 
PLANTS ADMINISTRATION; AND E. B, WILSON, CONSULTANT, 
SMALL DEFENSE PLANTS ADMINISTRATION 


1953 BUDGET ESTIMATE 


Mr. Taytor. Mr. Chairman, I know that the committee will 
appreciate my being brief, so I only intend taking a very few moments. 

Chairman McKe tuar. All right, sir. 

Mr. Taytor. I have here a prepared statement in support of our 
request which I would like to insert in the record, with your per- 
mission, Mr. Chairman. 

The budget estimate for Small Defense Plants Administration is 
for a total of $4,200,000 for administrative expenses. The House has 
allowed us $3,500,000 for administrative expenses. 

We have addressed a letter to the chairman of this committee re- 
questing that the full amount be restored. “With your permission, Mr. 
Chairman, may that letter likewise be inserted in the record? 

Chairman McKetuar. That will be placed in the record. 

Mr. Taytor. Now, Mr. Chairman, if I may take just a few minutes 
to tell the committee what this money would be used for, I would 
appreciate it. 

Chairman McKe.iar. You mean the $700,000? 


BASIC FUNCTIONS 


Mr. Taytor. Yes, sir. This money will be used, in the first place, 
for spreading the Government’s defense contracts more fairly and 
increasing the share that small-business concerns receive by earmark- 
ing ee eat tr contracts that small businesses are well equipped to 

andle. 

For that purpose we would request the money for representatives of 
our agency to work with the procurement agencies in picking out 
these contracts and earmarking them. That procedure has been 
put under way with the Air Force and, as our prepared statement 
will show, is producing very good results. Likewise it will be used 
in the procurement field for surveying the facilities and the credit of 
small concerns and certifying that they are competent to perform 
Government contracts, competent from an engineering standpoint 
and competent from a credit standpoint. That process is likewise 
under way and, as the prepared statement shows, has already resulted 
in a very substantial dollar volume of contracts being awarded to 
small businesses. 
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Those are two of the basic functions. The money will likewise be 
used for assistance to individual small businesses who constantly seek 
our help, for example, in getting on a bidder’s list, in solving their 
credit problems, in obtaining tools, together with a great variety of 
other things. That will be done not only in Washington but even 
more on the spot in the “‘field”” where the small businesses are located. 

Among those who will need and are getting our assistance are these 
pools of small businesses in various regions such as Omaha, the west 
coast, and elsewhere, who band together and pool their facilities in 
order to take contracts that none of them could handle by themselves. 
That again seems to be a very promising line of activity. 

The money will likewise be used in connection with our program of 
financial assistance to small businesses. Many times a small business, 
technically well qualified to take a contract, needs money to buy new 
tools or for working capital or for various other purposes. 

Chairman McKetiar. What amount did you receive last year? 


PRIOR YEAR APPROPRIATIONS 


Mr. Taytor. Originally, Mr. Chairman, we received $350,000 last 
year. We were set up in October of last year and that money was to 
last, that is, the $350,000 was to last from October, when we were 
established, until March 31. For the last quarter of 1952 we received 
$825,000. However, that $825,000, although it was intended for the 
last quarter of 1952, did not actually become available until June 5, 
only about 3% weeks ago, so that actually we have not been able to 
take full advantage of that appropriation. 


BUSINESS ASSISTANCE PROGRAMS 


Now, with the money which has been made available to us we have 
put in operation these procurement programs that I have described 
as well as the loan program which I have just mentioned. Wé have 
had hundreds and hundreds of applications for financial assistance of 
which a great many have been acted upon. That again is dealt with 
in detail in our prepared statement. 

In addition to the procurement and loan activities, we have in 
operation a program to insure that small businesses get a fair alloca- 
tion of critical materials such as copper, steel, and aluminum, 

Finally we have a very diverse number of functions all listed in the 
prepared statement such as increasing the share of rapid tax amortiza- 
tion going to small business in connection with expansion of essential 
defense industries, and solving innumerable other problems in con- 
nection with renegotiation, price readjustment, and other regulations 
which importantly affect small business concerns. 

That is a very brief sketch of what we do and what our program is. 

Senator Haypen. May I inquire how much money has been 
allowed for the revolving fund heretofore? 

Mr. Taytor. Funds for that purpose have not been allowed 
heretofore. 

PERSONNEL 


The Chairman has just brought out that we received $350,000 last 
vear and then we received $825,000 for the last quarter of 1952. 
Under that last appropriation which Congress gave us we have an 
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authorized staff of approximately 485 employees, roughly evenly 

divided as between Washington and the field offices. 

Now, the action taken by the House in reducing our request this 
year by $700,000 would mean that we cannot stay up to that strength 
of 485 positions which the Congress has previously approved and 
indeed will be cut back from that figure before we will have had a 
chance to get up to it, because the money became available so late in 
the fiscal year that we were not able to come up to that strength. 

Chairman McKetiar. What is to become of the unused balance? 

Mr. Taytor. The unused balance lapses. You see, it has been 
: available for only about 3 weeks. The bill was signed on June 5, and 
E needless to say, we have not used all of it. 

: Chairman McKetuar. Do you have a copy of the bill so that we 
can see whether the money goes back to the Treasury or just what 
becomes of it? 

Mr. Taytor. We do not have a copy of the bill, but I am reason- 

‘ ably sure that it does lapse to the Treasury. 

: Chairman McKetiar. We will get that in a minute. These are 

regular administrative expenses, and I believe the usual practice is 

that the money lapses if it is not disbursed before the end of the 

























; fiscal year, 
: Senator SauronsTaLu. Mr. Chairman, may I ask one or two ques- 
c tions of General Taylor? 






F Chairman McKe tar. Certainly. 







REVOLVING FUND 









Senator SatronsTaLL. General, what you want is a revolving fund 








S plus enough administrative expenses to turn the fund over and to 
H do your other jobs; is that right? 

ba Mr. Taytor. That is right, Senator Saltonstall. Of course, the 
P administrative expenses cover many things besides the revolving fund. 
i They cover the loan and procurement activities that I have been 





, describing. 
Senator SatronsTaLL. How much are you asking for for 1953? 
Mr. Taytor. In the supplemental bill we are asking for $4,200,000 
for administrative expenses and $5,000,000 for the revolving fund. 











HOUSE ACTION 


Senator SarronstaLy. How much did the House allow you? 

Mr. Taytor. The House gave us $3,500,000 for administrative 
expenses and $3,000,000 for the revolving fund. 

Senator SaLronsTaLL. That was $3,500,000 for administrative 
it aoe out of how much? 

Mr. Tayrtor. $3,500,000 out of $4,200,000. The request for 
administrative expenses was cut by $700,000, and the request for the 
revolving fund was cut from $5,000,000 to $3,000,000. 

Senator Satronstatt. And how much are you asking be replaced? 
_ Mr. Taytor. We are asking to have the full amount replaced; that 
is, We are requesting that the administrative expense appropriation 
go back from $3,500,000 to $4,200,000, and the revolving fund go 
back from $3,000,000 to $5,000,000. “a 
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Senator Sauronstauy. The chairman was asking how much of a 
carry-over you will have. 
r. Taytor. We will have none. 
Senator SaLToNnsTALL. So you are starting from scratch as of today? 
Mr. Taytor. Yes, sir. 


PERSONNEL REDUCTIONS 


Senator SatronstaLL. By cutting you down $700,000 in the case 
of administrative expenses, how many people will that cut out? 

Mr. Taytor. It would cut out about 50 people from our authorized 
strength in 1952 and it would cut out 79 jobs which we had planned 
on creating in 1953. 

Senator SatronsTaLL. And you have no revolving fund in 1952? 

Mr. Taytor. We have none. That of course, would not be a 
disbursement. 

Senator SatronsTaLu. That is right. Now, in the case of the 
revolving fund, if you do have the $3,000,000 which the House gave 
you, that would be a pretty good start, would it not? 

Mr. Taytor. There is no question but that we could work with 
that on a pilot plant basis. I think that $5,000,000 would give us a 
little more leeway. Some Government contracts are quite large, and, 
of course, the whole point of this is to try to get the big contracts into 
a group of small plants that could not handle them by themselves. 


AID TO SMALL BUSINESS 


Senator SaLronsTaLL. What your work really is is stimulation in 
an effort to help small business? 

Mr. Taytor. Yes, sir. 

Senator SaALronsTaLu. It is an outgrowth of the Senate Small 
Business Committee and of the House Small Business Committee? 

Mr. Taytor. Yes, sir. 

Senator SALTonsTaALL. Is the Department of Commerce critical 
of your efforts now or are you working well together? 

Mr. Taytor. We are working well together. I have no reason to 
believe that the Department of Commerce is critical of our efforts. 
Of course, they do not overlap with us at all in the field of procurement 
and the field of loans. In the field of materials where the NPA is 
active, we have confined our activities. 

Senator SALTonsTALL. In other words, you took on an experi- 
mental thing where, using initiative and imagination, you tried to see 
what you could do. 

Mr. Taytor. It was certainly our hope that there would be imagi- 
nation and initiative shown. I do not like to say that it was an 
experiment, because the basis of the program we have been following 
is much like that in effect in World War II, Senator Saltonstall. 

Senator SaLronsTaLu. I will put it this way: Any amount that is 
given to you you will use to the best of your ability? 

Mr. Taytor. Without question. 

Senator SALTONSTALL. You believe that if we put back the $700,000 
for administrative expenses and give you $2,000,000 more of working 
capital, you can do a better job? 

Mr. Tayuor. Yes, indeed. 
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Senator SauronsTALu. Is that about the size of it? 

Mr. Taytor. That is about the size of it. In fact, I think that 
pretty well covers everything else that I had to say, unless there are 
some other questions. 


PERSONNEL FOR REVOLVING FUND 


Senator ELLtenpEeR. What size of a force will be necessary to op- 
erate this revolving fund? 

Mr. Taytor. A very small force. 

Senator ELLenpER. What do you mean by “very small’? 

Mr. Taytor. We have allowed six people. 

Chairman McKe tar. Is the revolving fund provided for in the 
original act? 

Mr. Taytor. Yes, sir; $50,000,000 was authorized, but no actual 
appropriation has been made. For fiscal 1953 an appropriation of 
$5,000,000 was requested and $3,000,000 was allowed by the House. 


PURPOSE OF REVOLVING FUND 


P Senator McCietitan. What are you going to use that revolving 
fund for, to make small loans? 

Mr. Taytor. That is not for loans. It is for enabling SDPA itself 
to enter into prime contracts. In other words, if we found an oppor- 
tunity where small business could perform, we ourselves would enter 
into a contract with the procurement agency to fill that contract, and 
then we would actually fill it by subcontracting it out to small busi- 
nesses. A similar provision was in effect during World War II and 
prime contracts of about $30,000,000 were taken. 

Senator McCie.ian. How is it intended that that revolving fund 
be replaced? 

Mr. Taytor. It would be replaced because we would receive funds 
from the procurement agencies for the goods we would furnish them. 

Senator McCLe.van. It is a matter then of operating capital? 

Mr. Taytor. That is exactly it. 

Senator SauronsTaLL. General Taylor, might this help—and I say 
it most respectfully, because I have heard this discussion. Take shoes, 
for instance. Now, in Massachusetts we have a number of small shoe 
industries. The Navy, for example, would only contract, we will say, 
for 2-million pairs of shoes. That amount is too much for any one 
small contractor. No small contractor can sign up for 2-million pairs 
of shoes. You would then take this revolving fund and spread the 
contract out among a lot of these small contractors. The Govern- 
ment agency would then pay you and that would replenish your fund. 
Then you might go into textiles or you might go into potatoes down 
in Louisiana. 

Senator Evtenper. He will go broke if he does that. [Laughter.] 

Mr. Tayuor. I think actual examples in the use of a revolving fund 
occurring during World War II will be interesting. One was a large 
contract for paint which was spread out among a number of concerns. 

Senator SaALronsTaLL. As a member of the Small Business Com- 
mittee I will just say that the Small Business Committee is very much 
interested in what General Taylor is trying to do. I will not use the 
word “experiment” again. ‘This is a job that depends a lot on the 
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initiative and the imagination and the conscientious work of the 
Administrator and his assistants. 

Senator ELLeENDER. General Taylor, how much business do you 
figure you can obtain with the $5,000,000 revolving fund? 

Mr. Tayutor. That depends on a number of factors such as the rate 
of payment to subcontractors, period required to recover under the 
prime contract, and so forth. We cannot commit ourselves beyond 
that total amount. But as one contract is completed, the money 
comes back, and it can be used over again. 

Senator ELLENDER. You could not obligate part of that for a large 
contract? 

Mr. Taytor. Yes; we could obligate part of it, but we could not 
obligate at any one time more than that amount. 

Senator ELLENDER. Could vou not get more work if you went after 
contracts having a greater volume than $5,000,000? 

Mr. Taytor. Yes; we could. It would be a question of discretion 
and judgment and caution as to how much about that figure one 
wanted to go. 

Senator ELLENDER. Who would be the judge of that? 

Mr. Taytor. I guess it would be the Administrator, Senator. 

Chairman McKettar. Are there any other questions, gentlemen? 

If not, we are very much obliged to you. 

(The statements submitted by Mr. Taylor are as follows:) 


SMALL DEFENSE PLANTS ADMINISTRATION, 
Washington, D. C., June 30, 1982. 
Hon. KennetH McKeEt.ar, 
Chairman, Committee on Appropriations, 
United States Senate, Washington 25, D. C. 

Dear Senator McKexuar: The House of Representatives in acting upon 
H. R. 8376, entitled ‘‘Supplemental Appropriation Act, 1953” has effected reduc- 
tions of $700,000 in the Small Defense Plants Administration budget estimate for 
salaries and expenses and $2,000,000 in the estimate for the revolving fund. 
Attached are statements which outline the effects such reductions would have 
upon the programs for which this Administration is responsible. 

In considering these statements, I believe a brief recitation of the history of this 
agency would be helpful in conveying a better understanding of the full impact 
of these decreases upon the services which we render to small business. 

An appropriation of $350,000 was made available to this agency on November 
1, 1951, for the purpose of developing an organization and program for carrying 
out the functions and responsibilities assigned to this agency under section 714 
of the Defense Production Act, as amended. An organization was planned and 
started within the limited funds available; the program plans were developed and 
subsequently outlined in a budget estimate presented to the Congress in February 
1952. In the meantime, we were able to put various portions of the program, 
including small business loans, into actual operation, and to effect numerous 
other benefits for small business, as ouflined in our justification. However, due 
to delay in enactment of the Third Supplemental Appropriation Act, 1952, we have 
not been in a position to initiate full scale operations as was originally planned. 

The estimate submitted and eventually approved in the Third Supplemental 
Appropriation Act, 1952, provided a minimum operating organization. The 
estimate for 1953 is not much larger, and the small increases are to meet practical 
necessities which have come to light since the budget estimate was prepared and 
submitted last February. 

It should be pointed out that the total number of positions requested for the 
fiscal year 1953 represents approximately one-fourth of the number of positions 
available to the Smaller War Plants Corporation in 1945 for conducting very 
similar operations. 

In order that reasonable progress may be attained in achieving the purposes 
outlined in section 714 of the Defense Production Act, as amended, I strongly 
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urge that the recommended Se for salaries and expenses and the 
revolving fund be reinstated. would appreciate the opportunity to appear 
before your committee to present this matter. 

Respectfully submitted. 

hex Te.rorp Tay.or, Administrator. 


SMALL DEFENSE PLANTS ADMINISTRATION 


Salaries and expenses 


Budget estimate__.______.___.- Be reac ; ce _. $4, 200, 000 
House approval -_- - _- -- ta6 hae pi Beas 3, 500, 000 


Decrease yee 700, 000 


(House hearings, pt. 2, p. 286-325) 


The House reduction would eliminate not only the small number of additional 
positions requested to correct serious deficiencies in the present organization, 
but would also eliminate approximately 50 positions authorized for the fiscal 
year 1952. The following paragraphs outline these effects more specifically: 

Procurement centers..—The number of procurement specialists required to per- 
form the contract screening operations and the ear-marking of specifie contracts 
for small business in the procurement centers was determined after a very careful 
analysis of the volume and type of procurement operations carried on in each of 
the Government procurement centers throughout the country. Only those cen- 
ters where it appeared that the placing of an SDPA representative would result 
in appreciable benefits to small business were selected. The current appropria- 
tion for 1952 provides for 58 procurement specialists and an increase of 6 is being 
requested for 1953 to provide the minimum coverage. 

At the time the estimate for 1952 was prepared, it was assumed that, based 
on the experience of the Smaller War Plants Corporation, it would be possible 
in most of the procurement centers to obtain from such centers the necessary 
clerical and stenographic assistance required by the SDPA representatives located 
in these offices. Subsequent experience and information discloses that this 
assumption was erroneous and that it will be necessary to provide our own steno- 
graphic and clerical personnel. Screening operations are full time jobs. The 
procurement specialists have no time to perform the clerical and reporting oper- 
ations which are essential to the proper conduct of the work and the supervision, 
management and analysis of the over-all procurement ear-marking activities. 
Elimination of the stenographie and clerical positions will cut deeply into the 
efficiency of the procurement specialists and will reduce the benefits which other- 
wise would and should accrue to small business. 

Field offices —The 1952 appropriation permits an average of approximately one 
financial specialist per field office. Our experience to date reveals that this number 
is insufficient to handle the present workload involved in processing loan applica- 
tions and rendering financial advice and assistance to the many small-business 
representatives who call at our field offices. The program with respect to certi- 
ficates of competency is just starting to get under way as a field activity, this 
work up to now having been performed on a very restricted basis by our Washing- 
ton staff. This function is extremely important to the small-business man in 
obtaining contracts; and as this operation becomes better known to small business 
it is certain that the demand made on this agency for such certificates will increase 
rapidly. It is essential, therefore, that minimum provision be made to furnish this 
service for which the agency is responsible by providing an average of one addi- 
tional specialist per region. 

Moreover, the volume of stenographic and clerical work in our field offices has 
considerably exceeded our expectations. It must be maintained current in order 
to avoid inefficiency in the operations of the various specialists. An increase of 
seven grade 4 clerk-stenographers is included in the budget estimate to supply the 
minimum assistance in those offices where the present staff has proved inadequate. 

In addition to the elimination of the above-mentioned increase, the House 
action would result in a reduction of approximately 50 positions under the number 
presently authorized. While our operations and experience necessarily have been 
restricted because of the delay in the approval of our supplemental appropriation 
for 1952, our experience has been sufficient to indicate that the present authorized 
strength is a bare minimum to meet the increasing demands being made on our 
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field offices. For example, the following is a record of the requests for assistance 
made to our regional offices through June 14, and it can be readily observed from 
this trend that the volume is constantly increasing in four major of activity: 


Subject of request 





Contracts Loans Materials Pools 





Cumulative to May 1, 1962.................-....-.....- 2,017 1, 330 201 9 
SS i nannachigiveknnepadkde apehisminwescietet 1, 663 1, 070 183 25 
PE tcatcatwansacnéeanernnencnashasaccouehn 1, 617 620 147 31 


As a matter of fact, a number of our regional offices have indicated that they 
have had to be cautious in publicizing services available at SDPA offices because 
i workload is increasing faster than their ability to handle it. A portion of the 

d budget cut would necessarily have to be absorbed by these already under- 

tated offices; a portion would have to be absorbed in our procurement screening 

aioe and the remainder applied to the Washington Oi ffice, which is already 
operating on a very restricted basis. 

The effects of this reduction cannot result in other than a positive impairment 
in the accomplishment of the objectives set forth in section 714 of the Defense 
Production Act, as amended. 


Revolving fund 
ich entiiits ics POLS is Jo nami Jacks dace leew d $5, 000, 000 
House approval. 3.0... J. 25. Waihi w SMa aed oho een} acadlciabca wilt 3, 000, 000 
Decrees. io. ois aah ea eink 65s Bahn de 2, 000, 000 


(House hearings, pt. 2, pp. 293-325) 


The House decrease of $2,000,000 further reduces this estimate to a level which 
might easily prove inadequate for the accomplishment of the objectives set forth 
in section 714 (b) (1) (B) and (C) of the Defense Production Act, as amended. 
These are, briefly, to increase small business participation in defense production 
by allowing SDPA to take prime contracts, if necessary, and to arrange for their 
performance by subcontracting them to small business concerns. 

Section 714 (a) (2) authorizes a revolvi ing fund of $50,000,000 for this pur 
It should be pointed out that revolving fund operations are conducted wit 
expense to the Government other than a very minor amount estimated for 
administrative costs. 

The experience of the Smaller War Plants Corporation in this type of work 
was reported to this committee, and is reflected in the hearings on the third 
supplemental appropriation bill, 1952, on pages 307-309 of the printed hearings. 
Although the financial records of the Smaller War Plants Corporation do not 
reflect specifically whether any profit or loss accrued from these operations, 
information we have been able to obtain from former officials of the SWPC 
indicates that the prime contract operations caused no loss to the Government. 

Thus, the reduction of $2,000,000 may well prevent the rendering of valuable 
assistance to small business, without even resulting in any dollar sayings to the 
Government. 





Members of the committee, I am submitting a prepared statement with reference 
to the budget request for the Small Defense Plants Administration for fiscal year 
1953. 

Since the preparation of this statement a few days ago, we have been able to 
obtain several more loans for small business concerns, issue several more certifi- 
cates of competency, and earmark a number of additional prime contracts for 
award to small plants. 

With your indulgence, I should like to call these changes to your attention. 

The first change is on page 5, in the section on “Earmarking of contracts for small 
business.’’ In the paragraph beginning, “Despite these limitations * * 
the number of contracts earmarked should be increased from 1] to 13, with an 
increase in the total value from $11,750,000 to $13,303,651. In the same para- 
graph, additional contracts proposed for joint determinations now total 27, in- 
stead of 22, and the total value should be changed from $19 million to $28 million, 
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The next change is on page 6, in the section dealing with ‘Certificates of Com- 
petency.’’ Near the bottom of the page, in the sentence beginning, ‘““However, 
we found it possible * * * ,” the number of certificates issued should be 
changed from 21 to 30, and the value of contracts so covered should be increased 
from $17,382,251, to $25,269,309. In the third line from the bottom of the page, 
the number 12 should be changed to 21. 

The final changes are on page 11, in the section headed, ‘‘Financial assistance.” 
The changes occur in the paragraph beginning, “It is apparent * * * ” 
Instead of 354 loan applications acted upon by SDPA, the figure now stands at 
394. We have forwarded 156 favorable recommendations to the RFC, totaling 
approximately $19,700,000 (instead of 143 and $18,500,000). RFC has approved 
99 of these loan applications, totaling $12,502,940 (instead of 87 and $11,743,640). 


STATEMENT BY TELFORD TAYLOR, ADMINISTRATOR, SMALL DEFENSE PLANTS 
ADMINISTRATION 


The budget for the fiscal year 1953 for defense production activities submitted 
to this committee by the President includes a proposed appropriation for the 
Small Defense Plants Administration of $4,200,000 to cover salaries and admin- 
istrative expenses and $5,000,000 for a revolving fund to enable the Administration 
to enter into prime contracts as authorized by the Defense Production Act of 
1950, as amended. 

In support of these budget requests, I would like as concisely as possible to 
account to the committee for our activities during the 8 months of the agency’s 
existence and to outline our plans for carrying out the congressional small- 
business program for the coming year. This program, I am convinced, warrants 
the strong and continued support of the Congress. With this support we are 
prepared to go full steam ahead. The budget we request is, in my considered 
judgment, a most conservative estimate of the funds needed to insure the success 
of the program which the Congress has directed this agency to carry out. 

Keonomie developments during the current fiscal year have abundantly con- 
firmed the need for the small-business policies enacted by Congress in establishing 
the SDPA. The dislocating factors intrinsic to a large rearmament program, 
which tend to pinch out the small manufacturer, are still operative. here has 
been no reversal of the trend toward concentration of Government prime contracts 
in the hands of large concerns; on the contrary, the percentage of such con- 
tracts awarded to small-business concerns has so far decreased in each successive 
fiscal year. Allocation of critical metals for civilian use continues to raise many 
difficulties for small manufacturers. The need for financial assistance to small- 
business concerns, both for defense production and essential civilian purposes, 
has been abundantly demonstrated by the volume of applications received by the 
Administration. All these factors underline the urgency of tarrying into effect 
the statutory provision pursuant to which this Administration was created. 

One of the most important responsibilities which Congress has placed in the 
SDPA is to take action to spread defense contracts more widely, and to insure 
that small business receives a fair proportion of defense contracts. Past experience 
and future prospects leave no room for question concerning the necessity of con- 
tinuing and strengthening this activity. As the Secretary of Defense, the Honor- 
able Robert A. Lovett, stated before the Senate Banking and Currency Com- 
mittee, while testifying in support of the bill to extend the Defense Production 
Act, the Department of Defense has become ‘‘the largest single purchaser in our 
economy.” 

According to Secretary Lovett’s statement, the Department of Defense expended 
nearly $20 billion in the fiscal year 1951, and over $17 billion during the first half 
of the fiscal year 1952. He estimated the total expenditures for the fiscal year 
1952 would approximate $40 billion. Whatever the future may hold with respect 
to the availability of critical metals, such as copper and aluminum, for civilian 
production, there is no question but that the defense-production program will 
continue at a high level for some time to come. Through the placing of defense 
contracts to build up our armed strength, the Government will continue to be not 
only the largest single purchaser in our economy, but a purchaser of such over- 
whelming proportions that it is a matter of the most vital concern to all of us that 
these defense orders be placed wisely and in accordance with careful planning. 

So far as small business is concerned, the manner in which defense contracts 
have been placed during the last 2% years is alarming. The proportion of military 
prime contracts placed with small concerns has been steadily decreasing. During 
the fiscal year 1950, small manufacturers received 24.5 percent of such contracts; 
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during the fiscal year 1951, the percentage dropped to 20.9 percent. During the 
first 9 months of the fiscal year 1952 (July 1951 through March 1952), we have 
witnessed a further decline to 18.4 percent. According ne whatever may be 
the future duration of the controls authorized by the Defense Production Act 
the necessity for a strong Government program to check this downward tren 

and restore to small business its fair share of defense procurement, has become 
more acute than ever. 


EARMARKING OF CONTRACTS FOR SMALL RUSINESS 


To increase the share of defense contracts going to small businesses, Congress 
inserted several provisions in the legislation establishing the SDPA, of which the 
most important is section 714 (f) (2) of the Defense Production Act. This 
section, in effect, authorizes and directs the earmarking of specific contracts to 
be awarded to small business. In accordance with the standards set forth in the 
statute, procurement agencies and the SDPA are directed jointly to survey 

rocurement opportunities, and identify those which small business is capable of 
dling. Thereupon, the procurement agency and the SDPA are directed 
jointly to determine that small-business concerns shall receive such contracts, 
or portions of contracts, as will insure to small business a fair proportion of the 
Government’s total purchases of supplies and services. 

This procedure, which we call the making of joint determinations is a practical 
and effective method of insuring that contracts which small manufacturers can 
handle are, in fact, placed with them. Ever since last December, a few weeks 
after the establishment of the SDPA, we have been endeavoring to put this 
procedure into effect, along the lines directed by Congress, by arrangements 
worked out with the armed services, and with other procurement agencies. Fi- 
nally, last March, the Department of Defense issued a directive providing the 
administrative framework whereby these joint determinations can be made. 

The Department of Defense directive (dated March 27, 1952) left it up to 
each of the three armed services to issue its own individual directive covering 
the details of operation. After consultation with us, the Air Force soon issued 
such a directive, so that we were finally in a position to commence actual opera- 
tions, and to make joint determinations with respect to Air Force procurement. 
Representatives of the SDPA are now working in the Air Matériel Command at 
Wri x4 Field, Dayton, Ohio, where the great bulk of Air Force procurement is 
handled. 

The Army and Navy have not yet issued their own individual directives, and 
we are disappointed that there has been so long a delay. However, their delay 
in preparing these directives has not prevented our getting started with the joint 
determination program along the same lines as is already in operation at Wright 
Field. In fact, we now have SDPA procurement specialists assigned to a number 
of major Army procurement centers and services, including the Quartermaster 
General, the Detroit Tank Automotive Center, the Philadelphia Procurement 
Office of the Signal Corps, and so forth. A number of joint determinations have 
been proposed by us with respect to goods to be purchased by the Quartermaster 
General, although as yet none have been finally acted upon by them so far as I 
know. 

Despite these limitations on the opportunities presently available and the short 
time the program has been in operation, 11 contracts totaling about $11,750,000 
have been earmarked with the Air Force for exclusive production by small busi- 
ness and SDPA has proposed joint determinations on an additional 22 contracts 
involving $19 million which are expected to be agreed to shortly. 

In addition to the joint-determination procedure, the SDPA has helped numer- 
ous individual small-business concerns obtain defense contracts. The committee 
may be interested in a few of these cases. Through our intervention, a proposed 
large contract for tires and tubes was broken into smaller contracts, and a small 
rubber manufacturer in Pennsylvania was thus able to obtain a portion of this 
procurement. A clothing manufacturer was helped to obtain a contract for 
liners for field jackets for the Marine Corps, and a New Jersey firm was given 
assistance in obtaining a sizable contract for electronics equipment. 


CERTIFICATES OF COMPETENCY 


A second, and also an important power in the field of procurement, is the 
Administration’s authority (section 714 (e) (6) and (f) (1))- to certify small- 


business concerns as competent, with respect to capacity and credit, to perform 
specific Government procurement contracts. These certificates must be accepted 
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as'conclusive by Government procurement officers and therefore can be of great 
benefit to small-business men in obtaining defense contracts. It sometimes 
happens that a small manufacturer is the low bidder or otherwise eligible from 
the standpoint of price, to receive the award of a specific contract, but that the 
contracting officer is not satisfied that the manufacturer has the necessary finan- 
cial means or technical capacity to perform satisfactorily. The story of no con- 
tract without financing and no financing without a contract is of course familiar. 
This certification power is a way to break the vicious circle. Where application 
is made to us, our engineering and credit specialists study the manufacturer’s 
situation and, if they determine that there is reason for confidence in his ability 
to perform, we will issue a certificate. Needless to say, we have been doing so 
only on the basis of a careful analysis of the manufacturer’s credit and capacity. 
We have not been able to undertake their issuance on a broad scale, because of 
our lack of a sufficient staff to carry out this work. However, we found it possi- 
ble to issue 21 certificates of competency, covering $17,382,251 of contracts. 
Eight concerns so certificated have already received contracts totaling $3,859,000; 
one concern certified failed to receive the contract in question because its price 
was too high; and the other 12 contracts are pending award. 

Examples of the types of proposed Government procurement covered by 
certificates of competency issued by the agency include: paint brushes to be pro- 
vided by a small firm in Lllinois; electrical contacts to be manufactured by a 
New York concern; 60-mm. shells to be produced by a Florida firm; rifle barrels 
to be manufactured by a small concern in Rhode Island; miscellaneous spare parts 
for tanks to be furnished by a Michigan manufacturer; warehouse trailers to be 
manufactured by a North Carolina firm; and machine tools and shafts to be pro- 
vided by a small concern in West Virginia. (A complete list of the cértificates of 
competency issued to date is attached to this statement.) 


RESTRICTIVE BONDING REQUIREMENTS 


SDPA has also been endeavoring to search out and eliminate restrictive procure- 
ment practices which work to the disadvantage of small business. We found, for 
example, that certain military procurement agencies, particularly the Army 
Corps of Engineers, were requiring bid and performance bonds in connection 
with substantially all of their ordinary supply contracts let by formal-advertising. 
In many instances, this requirement served to bar small concerns from com- 
peting. In the nature of things, large concerns found no difficulty in obtaining 
bonds from surety companies, but bonding companies were frequently reluctant 
to take risks on small concerns. In a sense, this practice constituted a delegation 
to the surety company of the authority to determine who were and who were not 
qualified to perform Government contracts. It had the additional unfortunate 
consequence of nullifying in large part the V-loan program, since guaranteeing 
agencies would not approve a V-loan application unless the surety’s rights were 
subordinated, which surety companies would not agree to. Accordingly, SDPA 
recommended and the Under Secretary of the Army has agreed that bonds will be 
required in connection with supply contracts only in those exceptional cases 
where the interests of the Government cannot otherwise be protected. 


RENEGOTIATION REGULATIONS 


In the important field of subcontracting SDPA has obtained changes in the 
regulations of the Renegotiation Board under the Renegotiation Act of 1951 which 
should serve to encourage more subcontracting to small firms. When the pro- 
posed regulations were published, it was observed that certain provisions were 
likely to indicate to prime contractors that they would be given unfavorable, 
rather than favorable, consideration in renegotiation if they subcontracted large 
parts of their work. The impression ss to be quite widespread in industry 


that larger profits could be made by the prime contractor doing all of the work 
itself, rather than using subcontractors, even though the latter might be more 
efficient and cheaper to the Government. SDPA, accordingly, urged upon the 
Renegotiation Board various changes in its proposed regulations to make clear 
that prime contractors would be given favorable consideration when they sub- 
contracted substantial amounts to small-business concerns. The Board’s new 
regulations substantially adopt the changes proposed by SDPA, and should offer 
a real incentive to prime contractors to subcontract to small-business concerns. 

This Administration has also prepared a study, which it has cleared informally 
with staff members of the Renegotiation Board, setting forth in detail the advan- 
tages to be derived, in renegotiation, by prime contractors who subcontract to 
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small-business concerns. We are making this study available to appropriate 
trade journals, associations, and business establishments. 


PRODUCTION POOLS 


Another way in which SDPA has been endeavoring to increase the opportunities 
for small business to obtain defense contracts has been through the establishment 
of production pools. This technique, which was used with considerable success 
during World War II, was again authorized by the Defense Production Act. 
Since this authority antedated the establishment of SDPA, it was delegated to 
other Government agencies, and until recently the National Production Authority 
was responsible for advising business concerns on the subject and recommending 
the approval of proposed pools to the Defense Production Administration, which 
decided on their actual approval. By Executive order of February 5, 1952, 
SDPA replaced NPA in this procedure. But in view of the fact that there is 
still considerable duplication and delay resulting from fragmentation of authority, 
and because small business production pools are primarily within the orbit ot 
responsibility of SDPA, an Executive sade is not in process to assign the SDPA 
the authority to approve these pools. We believe that through pooling their 
facilities small-business concerns can participate in Government contracts of a 
size and complexity which would make them otherwise unavailable. 

Meanwhile, while awaiting this Executive order, SDPA has continued to furnish 
advice to businessmen about the organization of pools; arrange for organizational 
meetings with companies desiring to form pools; assist representatives of these 
groups in preparing their applications for approval; analyze the proposed operating 
plans; prepare summaries and recommendations to the Defense Procnialion Ad- 
ministrator with respect to applications for approval of pools and for additions to 
or changes in their membership; serve as liaison between applicants and other 
Government agencies, particularly the Department of Justice and the Federal 
Trade Commission which have statutory functions in connection with the approval 
of pools; and notify procurement agencies of approvals and supply them with 
information concerning the pools. But most important, we have been taking 
affirmative steps to enable these pools to obtain more defense contracts. Ex- 
tensive engineering and management surveys of pools have been undertaken, with 
a view to assisting their management in determining the types of items which they 
are capable of manufacturing competitively, and Government contracting officers 
have been informed of their capabilities. Assistance is also rendered in solving 
financial problems. The authority of SDPA to issue certificate of competency has 
also been employed in the case of pools. Such a certificate was issued last week, 
for example, to the Peoria Consolidated Manufacturers, Inc., covering its com- 
petency to perform a $3,000,000 Army ordnance contract, and as a result it is 
expected that it will receive the award. 

I have now given the committee the highlights of our program and activities 
in the field of procurement, and, before passing to another subject, I want to 
reiterate my strong conviction that there is a clear and unquestionable necessity 
for vigorously supporting the small-business policies which Congress enacted and 
directed us to carry out. Government procurement is bound to continue to play 
a major role in our economy, at least for several years to come. The small- 
business share of this enormous portion of the market for manufactured goods 
has been dwindling steadily. We think that the procedures Congress has out- 
lined to check this disastrous trend can and will prove effective, if we are given 
the time and money to put these policies into practical execution. The impor- 
tance which we attach to the procurement program is indicated by the fact that 
over 60 percent of our total proposed budget is allocated to it. 


FINANCIAL ASSISTANCE 


Now I want to turn to another very important branch of our activities, Under 
section 714 of the Defense Production Act, Congress also authorized the SDPA 
to recommend small-business loans to the Reconstruction Finance Corporation. 
Congress was aware that credit obstacles had been a major impediment to small- 
business participation in defense production, and set up this authority to provide 
help for the small-business man of a type not available either privately or from 
other Government lending authorities. Under this authority, a fund of $100,- 
000,000 was created under which the RFC could make loans tg small-business 
concerns upon the recommendation of SDPA for a variety of defense or essential 
civilian purposes set forth in the statute. 
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It is apparent, from our experience during the 54 months that these new loan 
procedures have been in operation, that they are meeting a very deep and wide- 
spread need in the business community. hrough June 18, 1952, we received 
659 active applications, totaling nearly $271 million. We have acted upon 354 
applications and have forwarded 143 favorable recommendations to the RFC, 
totaling approximately $18,500,000. The RFC, in turn, has approved 87 of these 
loan applications, totaling $11,743,640. Geographical distribution of the loan 
activity will be found in an appendix which I am submitting for the record. I 
think a few examples of the kinds of loans made under this program might be of 
interest. A small machinery plant in Florida was granted a loan of $750,000 so 
it can produce 75-millimeter shell cases for the military. A Baltimore, Md., firm 
was granted $69,500 loan to purchase and install equipment to produce crystals 
for electronic equipment amides by the Signal Corps. A small company in Los 
Angeles was loaned $50,000 of working capital to complete a dust chamber for 
testing machinery for the Atomic Energy Commission. An Illinois concern pro- 
ducing a certain type of gage badly needed by Army Ordnance was granted a 
$20,000 working capital loan. A small Ohio manufacturer of generators was 
granted $100,000 of working capital needed in order to continue furnishing his 
product to hospitals, fire and police departments, and other institutions. A small 
Idaho processor of seed peas and beans was granted a loan of $20,000 of working 
capital. (A complete list of loans authorized is attached to this statement.) 


V-LOAN REGULATIONS 


Beyond its loan operations under section 714, SDPA, as spokesman for small 
business, has endeavored to eliminate any regulations in the field of finance which 
tend to obstruct the participation of small business in the defense program. 

In this connection, loans guaranteed under section 301 of the Defense Produc- 
tion Act (commonly called V loans) are of great importance to the effective 
utilization of the productive capacity of small concerns. It is abundantly clear 
in the legislative history that this authority was created in large part for the 
very purpose of making possible maximum participation by small-business concerns 
in the Government’s defense production program. Nevertheless, it was found 
that the V-loan regulations of certain guaranteeing agencies of the Government, 
notably the military, did not carry out this intention of Congress. This Adminis- 
tration, accordingly, urged upon these agencies that appropriate revisions be 
made. The Department of Commerce and the Atomic Energy Commission 
accepted our suggestions readily. 


MATERIALS AND EQUIPMENT ASSISTANCE 


Another important part of this Administration’s program is directed at obtain- 
ing for small-business concerns a fair share of critical materials and equipment, 
A significant accomplishment in this respect has been the establishment by NPA, 
in cooperation with SDPA, of a special reserve of steel, copper, and aluminum to 
take care of small business hardship cases. Approximately 500 sfall concerns 
located in 36 States have received critically needed assistance from this hardship 
reserve. 

In addition to participating in this special program to help small business, 
the intervention of SDPA on behalf of individual companies with materials 
problems has been effective in many instances. For example, an air-conditioning 
firm in Houston, Tex., which had been unable to get steel and copper allocations 
for a particular job, and was consequently faced with failure, was given the 
material it needed after intervention by SDPA. A Kentucky firm producing 
aluminum siding was assisted at a critical moment; and similar help was given 
to a company in Indianapolis, Ind. A new and more favorable base period mate- 
rials quota was obtained for a small Illinois manufacturer. Additional aluminum 
was obtained for a small firm in Phoenix, Ariz., as well as for a Cleveland fabri- 
cator of this metal. Many other small firms were similarly helped by SDPA. 

SDPA has also been able in a number of cases to help obtain machine tools for 
small concerns. A tool needed by a Nashville, Tenn., company was located for 
them. Machines were found by SDPA for a producer of ball bearings in New 
Hampshire. A Richmond, Va., firm which urgently needed a boring mill, was 
assisted by SDPA in locating one through an importer. This machinery-assistance 
program is being expanded rapidly by the agency through its field offices. 

There is hope that, because of the stretch-out in the military program, the 
over-all materials situation will continue to improve and allocation controls may 
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be progressively relaxed or removed. Even should this hope prove to be justified, 
it will be necessary to keep a weather eye out for small business. Since defense 
oe will continue to have the right-of-way, producers of civilian goods 

th large and small will be eet or the balance of materials. Precisely 
such a scramble developed following decontrol after the last war. In such a 
period, small business may find it difficult to hold its own, and new problems 
will be presented to small business and to this agency. 

Apart from the three major fields of activity which I have discussed—contracts, 
financing, and critical materials—we have followed the mandate of Congress to 
check the activities of agencies in order to insure that small business is receiving 
fair and equitable treatment. 


TAX AMORTIZATION SET-ASIDE PROGRAM 


In this connection for example, we have studied the accelerated tax amortization 
program, and found that small business has not managed to keep pace with the 
growth of its larger competitors. Small manufacturing concerns have received 
only 10 percent of the value of tax amortization certificates, although such concerns 
account for approximately 42 percent of total employment in manufacturing. 
There is, therefore, an urgent need for planning the distribution of tax amortiza- 
tion certificates, in the future, so that the competitive structure of American in- 
dustry will not be undermined. 

Accordingly, SDPA has secured the approval of DPA to a set-aside program for 
small-business expansion. Under this program, DPA informs SDPA of each 
proposed expansion goal. SDPA then makes a study of the particular industry 
affected and, in agreement with DPA, earmarks a specific minimum percentage of 
the tax amortization certificates which will be granted to qualified small-business 
applicants. This percentage is based upon the pre-Korean position of small busi- 
ness in that particular industry. If there are not enough small-business applica- 
tions on file with DPA to absorb the set-aside, we attempt to stimulate interest 
in such expansion. This program is now in opration and the first of these set- 
asides is about to be issued. As this program gains momentum, we hope that it 
will help to reverse the trend toward further economic concentration which would 
have a permanent adverse effect on the competitive structure of our economy. 

In addition, this Administration has been assisting individual small-business 
concerns which have applied for accelerated tax amortization. Several dozens 
of such requests have been handled, and in at least 75 percent of them, with our 
assistance the applications have been granted. It is particularly noteworthy 
that a large proportion of these applications had already been turned down, and 
we found it necessary to seek reconsideration. In such cases, we reviewed the 
entire record, determined what was lacking in the applicant’s presentation, 
worked out ways of filling such gaps, and succeeded in convincing DPA of their 
merit. 

WAGE AND SALARY CONTROLS 


Wage and’salary controls frequently work disproportionate hardship on small 
concerns who find that, because of their unfamiliarity with Government pro- 
cedures and the consequent delays in obtaining adjustments in their wage and 
salary scales, they are losing key personnel to larger concerns which have been 
able to obtain adjustments more quickly. During World War II, concerns em- 
ploying eight or fewer people were exempted from these controls, except in 
instances of an actual drain of manpower from other concerns to them. Accord- 
ingly, SDPA has recommended a revival of this procedure to the Feonomic 
Stabilization Administrator, suggesting also that special arrangements be made 
in order to deal expeditiously with applications for relief by nonexempt small 
concerns. It is our understanding that a regulation substantially to this effect 
is under serious consideration, 

In addition, this Administration has been in communication with the Salary 
Stabilization Board with respect to a plan, under consideration by that Board, 
for simplified compliance, reporting, and record-keeping requirements, for con- 
cerns with more than eight employees but still classifiable as small business. 


REVOLVING FUND 


Mr. Chairman, I would now like to address myself to our budget request for a 
$5,000,000 revolving fund (pp. 100-104 of budget justification). Section 714 
(a) (2) of the act authorizes an appropriation of not to exceed $50,000,000 to a 
revolving fund in the Treasury to be used for making advances to the Adminis- 
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tration. So we are here asking for one-tenth of the amount authorized. Con- 
gress has not heretofore made any appropriation for this fund. 

The primary purpose of this revolving fund is to enable the Administration 
itself to take prime contracts from Government agencies and to subcontract them 
to small concerns which would actually perform the work. The statute directs 
that we are to make and let contracts on a basis which will, to the fullest extent 
practicable, result in a recovery of direct costs incurred by the Administration. 
In short, the revolving fund is intended to be self-liquidating. I feel that the 
authority to take prime contracts could be of considerable assistance to our 
efforts on behalf of small business, and therefore, I am renewing our request that 
Congress appropriate funds to enable this aspect of our work to be carried on. 

The power to enter into prime contracts would be used in those cases where 
the commodity being purchased is of a nature which can be produced by small 
plants, but because of the size of the contract or other characteristics, it would 
not be placed directly with individual small concerns by the procuring agency. 
In such an event SPPA could step in and take the contract. SDPA will not of 
course perform the contract itself but in turn farm it out to a number of small 
concerns which will do the work. SDPA would serve as a conduit through which 
the contract would be channeled, broken down in small lots, and placed with a 
number of plants. The operation would be rather similar to that of a production 
pool where many small plants band together in order to handle large and more 
complex procurements. SDPA will in effect be serving as the manager—the 
“mother hen’’—of such a pool in handling a prime contract. The operation 
would be precisely the same as that carried out by any private prime contractor 
who is engaged in subcontracting, 

Difficulties encountered by small-business production pools in themselves 
obtaining prime contracts suggest another field in which the authority of SDPA 
to take prime contracts could be effectively used. Because of the customary 
lack of financial resources in the pool itself, obstacles arise when a pool seeks to 
obtain a large contract for which it will have to obtain working capital. The 
individual firms in the pool are willing to give guarantees concerning their own 
satisfactory performance but they are normally unwilling to undertake any 
liability concerning the adequacy of performance by other members of the pool. 
It is difficult for the pool, in such circumstances, to obtain a contract from the 
procurement agency and, if it does, to obtain the necessary financing to perform 
it. With the revolving fund, however, SDPA could obviate these difficulties 
by taking the contract in its own name and subcontracting it either to the 
pool or to individual concerns within it, retaining the right to substitute other 
subcontractors should any of those originally designated fall down. SDPA as 
the prime contractor would retain the necessary control and supervision to 
insure timely and satisfactory performance. 

During the last war the Smaller War Plants Corporation found a number 
of prime contract opportunities. SWPC took 12 prime contracts totaling 
$29,081,479, of which $26,774,274 was let out to 281 small-business subcontractors. 
These contracts involved the manufacture of furniture, experimental wood 
barges, life rafts, reamers and arbors, paint, portable steel and wood barracks, 
machine gun mounts, copper wire, bomb hoists, and practice bombs. The 
difference between dollar amount of prime contracts and subcontracts represents 
contractual adjustments and terminations. 

Quite apart from the actual taking of prime contracts, I regard the revolving 
fund as of considerable importance. If it is available and we are in a position to 
take prime contracts to place with small business, we have a very real lever for 
persuading the procurement agencies to place the contract with small concerns 
directly rather than indirectly through us. Thus, while SWPC took only $29 
million of prime contracts, the share of procurement going directly to small 
concerns rose substantially during the period of its operations and the difference 
was attributed in large measure to the existence of its prime contracting power. 

An additional purpose for which the revolving fund would be used would be 
that of providing technical and managerial assistance to small concerns on a 
reimbursable basis. While we are rendering considerable assistance of this sort, 
it has not been of such a character as to call for reimbursement and is charged to 
our operating budget. The assistance to be financed out of the revolving fund 
we regard as intended to take care of highly specialized, individual technical 
problems which require a substantial amount of time for their solution. In such 
cases it is appropriate that SDPA be reimbursed and the proceeds would thus be 
returned to the revolving fund. 
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In conclusion, I chiefly want to underline the necessity of the agency’s obtain- 
ing adequate financial support in order that its program and activities may prove 
effective and beneficial on a broad scale. 

As the committee knows, the SDPA has, for the greater part of its existence, 
been working on the basis of a very small interim appropriation, intended by 
Congress for the initial establishment of the agency and the development of 
procedures to carry out the congressional program. The Third Supplemental! 
Appropriation Act appronrionen the sum of $825,000 for the SDPA, which was 
intended to permit the agency to expand its operations substantially during the 
last quarter of the fiscal year. However, due to the delay in final approval of the 
act, our recruiting program was sharply curtailed. We have done our honest best 
to achieve practical results, while working out plans for the future, with the 
means at hand. The contracts which we have helped small business to secure, by 
the issuance of certificates or otherwise, the loans which have been made on ow 
recommendation, the additional allocations of materials which we have helped to 
secure for small business, and the other practical steps which we bave taken have 
not gone unappreciated. Nevertheless, our activities have been necessarily 
restricted within rather narrow limits by the means at our disposal, and the major 
benefits to small business, which the congressional program was intended to and 
can bring about, have not vet been realized. 

Mr. Chairman, we believe we have developed sound economical methods for 
putting the small-business program of Congress into effect. The program is in 
operation and gathering momentum. With the support of Congress, I am sure it 
will be a success and of major benefit to small business and the national economy 
as a whole. 


ATTACHMENT 1.—Loans through June 18, 1952 
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ATTACHMENT 2.—Certificates of competency issued through June 18, 1952 


Omaha Industries, Inc., Omaha, Nebr.: Certificate issued February 6, 1952, 
for manufacturing 1,485 wire-winding reels. Contract not awarded because of 

rice. 
. Paint Brush Corp., Melrose Park, Ill.: Certificate issued February 7,1952, for 
manufacturing 106,604 nylon paint brushes, in amount of $193,000. Contract 
awarded February 29, 1952. 

Grodan Manufacturing & Sales Co., Detroit, Mich.: Certificate issued February 
25, 1952, for the manufacture of tank fender assemblies, in amount of $97,677.10. 
Contract awarded March 17, 1952. 








SUPPLEMENTAL APPROPRIATION BILL, 1953 327 


General Products Corp., Union Springs, N. Y.: Certificate issued February 27, 
1952, for manufacturing 2,000,000 electrical contacts, in amount of $493,000. 
Contract awarded March 17, 1952. 

C. L. Bryant Corp., Cleveland, Ohio: Certificate issued March 10, 1952, on 
contract for manufacturing 23,000 Yukon stoves, in amount of $426,000. Contract 
awarded April 3, 1952. 

Fayette Manufacturing Co., Fayette, Ohio: Certificate issued March 10, 1952, 
for manufacturing 7,500 trailers, in amount of $2,000,000. Contract pending. 

Industrial Television, Inc., Clifton, N. J.: Certificate issued March 28, 1952, 
on contract for manufacture of Navy type OS4/AP Oscilloscope, in amount of 
$1,100,000. Contract awarded May 13, 1952. 

American Machinery Corp., Orlando, Fla.: Certificate issued April 4, 1952, on 
contract for manufacture of 539,000 60-millimeter shells, in amount of $956,725. 
Contract awarded May 8, 1952. 

Appalachicola Manufacturing Co., Appalachicola, Fla.: Certificate issued April 
4, 1952, on contract for manufacturing 3,000 maintenance shelters, in amount of 
$252,600. Contract awarded April 16, 1952. 

Johnson Arms Co., Inc., Providence, R. I.: Certificate issued April 18, 1952, on 
contract for manufacturing 120,000 Browning automatic rifle barrels, in amount 
of $3,000,000. Contract pending. 

American Machinery Corp., Orlando, Fla.: Certificate issued May 15, 1952, on 
contract for manufacturing 404,500 75-millimeter shells, in amount of $2,522,425. 
Contract pending. 

Erno Machine Co., Inc., White Plains, N. Y.: Certificate issued April 25, 1952, 
on contract for manufacturing 796 pneumatic gun chargers Aero 7A and 1,882 
gun charging valves, Aero 2A, with spare parts, in amount of $233,679.78. 
Contract pending. 

Kendall Machine & Tool Co., Battle Creek, Mich.: Certificate issued May 16, 
1952, on contract for manufacturing miscellaneous spare parts for tanks, in amount 
of $322,626.90. Contract pending. 

Standard Manufacturing Co., Mount Airy, N. C.: Certificate issued May 16, 
1952, on contract for manufacturing 2,400 warehouse trailers, in amount of 
$340,000. Contract awarded May 23, 1952. 

Lock City Machine & Marine, Inc., Sault Ste. Marie, Mich.: Certificate issued 
May 29, 1952, for manufacturing 50 LCM-—6 landing craft, in amount of $735,000. 
Contract pending. 

Peoria Consolidated Manufactures, Inc., Peoria, Ill.: Certificate issued June 
13, 1952, for manufacturing 1,000,000 cartridge storage cases M13A1 for pro- 
pellant charge for 155-millimeter howitzer, in amount of $3,000,000. Contract 
pending. 

Crown Controls Co., Inc., New Bremen, Ohio: Certificate issued June 3, 1952, 
for manufacturing 755 turn and bank indicators, in amount of $184,403.12. 
Contract pending. 

T. K. M. Electric Corp., Rochester, N. Y.: Certificate issued June 6, 1952, for 
manufacturing 12.5 KVA, 3-phase, 4,000/8,000 r. p. m. a. c. generators and regu- 
lators, in amount of $98,220. Contract pending. 

Garco Corp., Seattle, Wash.: Certificate issued June 6, 1952, for manufacturing 
P. E. 75-power units, plus spare parts, in amount of $1,000,000. Contract 
pending. 

Parkersburg Dye & Tool Co., Parkersburg, W. Va.: Certificate issued June 9, 
1952, for manufacturing machine tools and shafts, in amount of $36,000. Contract 
pending. 


Murua. Security AGENCY 


STATEMENT OF HON. HENRY C. DWORSHAK, A UNITED STATES 
SENATOR FROM THE STATE OF IDAHO 


USE OF FOREIGN AID FUNDS FOR PROPAGANDA IN UNITED STATES 


Senator DworsHak. Mr. Chairman and gentlemen of the com- 
mittee, I hope my remarks will be brief, but I feel obligated to appear 
before this group on behalf of some economy involved in the appro- 
priation for Mutual Security Agency. 








328 SUPPLEMENTAL APPROPRIATION BILL, 1953 


You will recall that a few weeks ago, by an overwhelming vote of 
52 to 19, the Senate approved an amendment which I offered primarily 
to put a restriction upon the use of funds for disseminating propaganda 
within the United States in reference to the program of spending 
abroad as supervised by the Mutual Security Agency. 

Senator SALTonstTALL. Is this a new item? 

Senator DworsHax. No; I am merely coming here to be sure that 
the Appropriations Committee will take some step to implement m 
amendment and see that it is carried out and that it is not ignored. 
My concern stems primarily from the fact that recently an article 
appeared in one of the local newspapers from which I quote one para- 
graph as follows: 

The congressional ban on the use of foreign aid funds for propaganda purposes 
in the United States is going to have little effect on the operations of the Mutual 
venta” Agency’s million-dollar-a-year Publicity Bureau, officials indicated 
yesterday. 


PUBLICITY STAFF 


Mr. Chairman, this article points out that the Mutual Security 
Agency has a publicity staff as follows: In Washington, 50, with a 
publicity payroll of $342,500; in Europe, 83, with a payroll of $647,- 
969; and in the Far East, 13 personnel, with a payroll of $94,617; a 
total of 146 employees with an annual payroll of $1,085,086. 

Now, I am calling attention to this because I am not trying to 
interfere with the publicity activities of the MSA in Europe. I think 
probably we must endeavor, as we do with the Voice of America, to 
convince the people in Western Europe that we are endeavoring to 
assist them. I have no quarrel with that particular program. But I 
believe that there is little if any justification for having 50 employees 
in the publicity office of the MSA in Washington each of whom receives 
a salary of about $7,000. That is the average, $7,000. 

Now, I made a check recently through your staff to get the releases 
during the past 6 months, and I hold in my hand this package of 
releases. Some of them are justifiable in order to get pertinent news 
for the American people. But a lot of these releases are not essential, 
and I place them in the class of propaganda designed primarily to sell 
this foreign spending program to the people of this country. 


RESTRICTION REQUESTED 


So I am making an appeal to you to place some restriction on the 
appropriations for the MSA so that the 50 employees in the Washing- 
ton office will be cut to at least half. I am a newspaperman, and I 
know that these releases for the last 6 months should not require 50 
persons in the publicity office. Anybody will know that. Maybe 
they do some other work. Ido not know about that. But I do think 
that this committee should place some restriction designed not neces- 
sarily to save a lot of money but to place a curb on publicity activities 
which are not a legitimate part of the MSA program within the 
United States. I am not asking you to cut down on the 83 publicity 
personnel in Europe or the 13 in the Far East, but I do think that 
when the MSA spends in excess of $1,000,000 annually for this pro- 
gram the Appropriations Committee should take some step to see that 
the amendment which I offered curbing this propaganda is carried 
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out in detail instead of ignored or disregarded. I am doing this 
because I prefer to appeal to you rather than make any attempt on 
the floor with an amendment to cut down. 

When the MSA officials say that my amendment which was ap- 
proved by both Houses will have little if any effect in the operations of 
a million-dollar-a-year publicity bureau, I think it is time that 
Congress step in and say that the MSA is to carry out the mandate 
of the Congress. 

Chairman McKe.uar. What limitation would you put in? 

Senator Dworsnak. I think the 50 employees in the Washington 
office ought to be cut to at least half. I do not think they need 50 
persons with an average payroll of $7,000 each to handle publicity in 
the United States. lam making that distinction. I have no quarrel 
with publicity and propaganda work in Europe where they have cur- 
rently 83 employees. I think that is necessary. But I think that in 
the United States it is not necessary. 


CUT URGED 


Senator SALronsTaLL. What you are asking, Senator Dworshak, is 
not for more money. What you are asking for is a reapportioning of 
the funds already requested for the Mutual Security Agency. 

Senator ELLENDER. The Senator does not want a reapportioning. 
He wants a straight cut. 

Senator Dworsuak. I think the 50 employees should be cut in half. 
Whether or not you eliminate the corresponding amount of $150,000 
for the MSA is incidental so far as I am concerned, but I feel that this 
committee should take action to place a restriction in accordance with 
the amendment which was adopted in the MSA bill so that the MSA 
cannot completely disregard that mandate and continue its propa- 
ganda activities within the United States as it has been doing. 

Senator SatronstTaLu. Mr. Chairman, what the Senator wants then 
is either a restriction in the legislative act or else very strong language 
in the report. 

Senator DworsHak. We have the restriction in the legislative act. 

Senator SatronstaLL. Then you want strong language in the 
report? 

Senator DworsHak. Yes; because this article indicates that they 
are going to pay little attention to the mandate, and I think that this 
committee can place a restriction in the MSA appropriation bill in- 
structing them to cut by at least half the 50 people in the Washington 
publicity office. 

Senator ELLenpER. The best way to accomplish that is to cut the 
amount used in half with the understanding that they shall be limited 
in their employment of people here in Washington. 

Senator DworsHak. That is right. They may circumvent that 
by transferring the work to other employees in other categories. But 
I think that if the Congress wants to curb this propaganda activity 
and it is not a necessary part of our program within the United 
States—you have to put a restriction into this bill. 

Senator SatronstaLLt. Mr. Chairman, Senator Dworshak is a 
former member of this committee—I hope he may be again some 
time. I would respectfully recommend and ask that he give us the 
language, very briefly, that he would like to have us consider. 
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Senator DworsHak. I think the members of the committee are 
better qualified than Iam. You have placed in many appropriation 
bills restrictions to curtail a specific program. In this instance I sub- 
mit to you that 50 employees in the publicity office of MSA in Wash- 
ington should be cut to at least half. I think they are spending cur- 
rently $342,500 on that payroll. You might put in a restriction that 
not more than $150,000 or $175,000 of those funds shall be used for 
paying the operating expenses. You gentlemen know better than I. 
I mean the publicity office of MSA in Washington which deals exclu- 
sively with propaganda and publicity within the United States. 

I am not going to ask you to cut down on the Agency employees 
employed in Europe. You may wish to do that. My amendment 
dealt exclusively with the activities of the MSA within the United 
States where the people certainly do not have to be sold on this 
program. Some of them object to it, and I think they are spending 
too much money. But the fact remains that it should not be neces- 
sary to have 50 persons in Washington trying to convince the American 
people that more and more of the taxpayers’ dollars should be spent 
abroad. 

- Thank you very much. 
Chairman McKeuiar. Thank you. Good luck to you, Senator. 


FEDERAL TRADE COMMISSION 
ANTIMERGER ACTIVITIES 


Senator Maysank. Mr. Chairman, I would like to take up a matter, 
if it is convenient to you. I was going to ask the committee whether 
or not they would like to hear this request of the Federal Trade Com- 
mission. I have a letter here which is self-explanatory and with which 
Senator Saltonstall is familiar. Congressman Thomas of the House 
cueentin says that it is agreeable to him. I would like to read the 
etter. 

Chairman McKe.iar. Go ahead. 


LETTER FROM CHAIRMAN, FEDERAL TRADE COMMISSION 


Senator MAayBANK. The letter is from James M. Mead, Chairman 
of the Federal Trade Commission, under date of June 26, 1952. It is 
addressed to myself as chairman of the Subcommittee on Independent 
Offices of the Committee on Appropriations of the Senate, and states: 


I am transmitting for the use of your committee copies of a letter dated June 
11 from the Director of the Bureau of the Budget to the chairman of the Appro- 
priations Committee of the House of Representatives, requesting consideration 
of the President’s proposal for a supplemental appropriation of $300,000 for the 
Federal Trade Commission for the fiscal year 1953. It is my understanding that 
by agreement between the House committee and your committee the matter is 
to be considered initially by you. 

The President’s request, which appears at pages 1379 and 1380 of the Senate 
hearings on the independent offices appropriation bill, is based upon the con- 
sideration that “experience during the past several months shows an increase in 
the number of both the acquiring and acquired companies with assets of over 
$5,000,000. There has also been an increasing trend in the number of mergers of 
firms in which the acquiring and acquired firms produced the same type of product, 
which eliminates direct competition.” _~ 

The details of this experience are set forth in my letter to you dated May 9 and 
in the accompanying statement. These appear at pages 1380 to 1388 inthe 
hearings. 
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In the request for appropriations for all of the Commission’s work for 1953, 
provision was made for the sum of $198,000 for antimerger work. However, 
action thus far taken, including the report by the conferees on the independent 
offices appropriation bill, provides for a reduction of $313,200 in these funds 
required to carry all of the Commission’s work at the existing level. 


COMMUNICATION FROM DIRECTOR OF THE BUDGET 


The letter from the Director of the Bureau of the Budget, dated 
June 11, 1952, addressed to the chairman of the House Committee on 
Appropriations, states: 


On May 8, 1952, the President transmitted to the Senate a supplemental 
estimate of appropriation for the Federal Trade Commission for the enforcement 
of the Antimerger Act (8. Doe. 128, 82d Cong.). In line with the agreed practice, 
this item was submitted to the Senate because the Independent Offices Appro- 
priation Act was then pending before that body. However, the estimate arrived 
just after the subcommittee hearings had closed and apparently the subcommittee 
gave no consideration to the estimate. On June 3, 1952, in the debate of the 
independent offices bill before the Senate, an amendment was offered to increase 
the Federal Trade Commission’s appropriation by $300,000 in line with the 
President’s estimate. As indicated in the Congressional Record at page 6555, 
there was apparently quite a bit of confusion and misunderstanding with respect 
to the status of the estimate. It was finally clarified, however, by Senater 
Saltonstall’s statement, page 6588, as follows: 

“The President’s message has come to the Senate. Nothing relating to this 
matter has been before the House of Representatives. 

“So our committee felt that inasmuch as this matter had not been before the 
House of Representatives it would be better for us to omit it and let the President 
submit it in a supplemental message as a part of the 1953 supplemental appro- 
priation bill and thus let the House of Representatives consider the item in the 
regular way.” 

To this statement Senator Maybank, chairman of the subcommittee, added 
the following: 

“The Senator from Massachusetts has stated more clearly than I did what the 
situation is.” 

As you know, the President has been deeply interested in the effective enforce- 
ment of legislation designed to prevent undue concentration of economic power. 
I am, therefore, requesting that your committee give consideration to the Presi- 
dent’s estimate in connection with the pending supplemental appropriation bill. 

The Federal Trade Commission is prepared to appear before the committee at 
any time you desire to support the estimate. 


NO HOUSE ACTION 


Senator ELLeNpDER. You say then that the House has not acted on 
that? 

Senator Maysank. No, the House has not. Congressman Thomas 
has asked us to act on it. He says that they are perfectly satisfied. 
The matter came straight to the Senate because it was too late to get 
it into the House. Instead of taking it up in the regular way, Senator 
Saltonstall and myself stated on the floor that we thought it belonged 
in here. 

The reason I have brought this up is to ask whether or not you 


want them to come down here. I di not know what your wishes 
were. 


AMOUNT REQUIRED 


Senator SALTONSTALL. I might just add this to what the chairman 
of the Independent Offices Subcommittee has just said. He has 
stated the facts correctly. Now, the question is whether we want 
to add $300,000 or a part of $300,000 to the Federal Trade Commis- 
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sion’s appropriation for the additional work that they will have to 
undertake under a new law passed by us this year in connection with 
mergers and antitrust work or not. “That is the whole story. 

Senator Frrcuson. You will remember that we passed a law 
several years ago on the question of buying assets rather than buying 
stocks, and as to whether or not that created a monopoly. Is that 
the law you are talking about? 

Senator SALTONSTALL. That is the law, I think. 

Senator Maysank. I do not have the law in front of, me. 

Senator Fercuson. That was passed last year, and we gave them 
a large sum of money. 

Senator MayBank. But this year we gave them nothing for that 
purpose, because the President’s budget did not come up here until 
after the House hearings had been held. 

Senator Fercuson. That was the law last year. 

Senator MaysBank. I will ask Mr. Cooper to get me a copy of the 
law. 


ENFORCEMENT OF ANTIMERGER LAW 


Senator Ferauson. I am for enforcing that law. I certainly 
think it can be done for less than $300,000. 

Senator Maybank. I do not argue that. I wondered whether you 
wanted those people to come up here or not. :, 

Senator Frerauson. That is a question of putting some 15, 18, or 
20 people on the payroll. It is unreasonable. 

Senator Maybank. I am not suggesting we vote for the $300,000. 
I wanted to know whether the chairman wanted to have the Federal 
Trade Commission people here and the Bureau of the Budget. Per- 
sonally I do not see much good in having a hearing now. Whatever 
the committee is going to do, I think we can do it without a hearing. 

Senator SatronstraLu. I would agree entirely with what Senator 
Maybank says. I think it would be unnecessary to hold a hearing 
in these hurried times. 

Senator MaysBank. I do not think it is necessary either. 

Senator SALToNSTALL. My judgment to put in between $150,000 
and $200,000 might be considered. 

Senator Frereuson. That is too much money to ‘enforce that law. 

Senator MayBank. The justification is for $300,000. 

Senator Frreauson. That is what is wrong in this whole set-up. 
Every time we pass a law now it costs thousands of dollars to enforce it. 

Senator Maybank. I agree with you thoroughly, but we passed 
a law. 

Senator Ferauson. Give them $100,000. That will put 10 men to 
work. “ will put approximately eight men and a couple of secretaries 
to work. 

Senator MaysBank. I am not going to argue about the law. The 
only thing is that I thought it would save Senator McKellar’s time 
and not have a 2-hour hearing. 

Senator Fercuson. I would give them $100,000 to enforce that law. 

Senator Maysank. How much did we give them last year? They 
had some deficiency last year. 
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AUTHORIZATION ACT 


The proposed supplemental appropriation is necessary to provide; 
and this is a request for $300,000, to provide more nearly adequate 
staff for the effective enforcement of Public Law 899 approved De- 
cember 29, 1950. The purpose of Public Law 899 is to prevent the 
concentration of economic power by prohibiting business mergers 
which lessen or eliminate competition and promote monopoly. 

When that was passed in December, we gave them some supple- 
mental the first part of the year; is that right? 

Senator Fercuson. The law before that prohibited the buying of 
stocks and the forming of monopolies. We just added that the buy- 
ing of assets was under the same category as the buying of stocks. We 
wil have the same organization which would enforce the law. 

Senator MaysBank. We have not given them any money at all in 
the independent offices. What money we will give them this supple- 
mental will have to give them. I wanted to tell them whether or not 
to come up here. 

Senator Feracuson. The same organization ought to enforce the 
law, whether it is assets or stock. Itisa question of monopoly. They 
may buy some stock and some assets of other companies. 


1952 DEFICIENCY APPROPRIATION 


Chairman McKe.uar. We appropriated $100,000 deficiency on 
November 1, 1951. 

Senator SALTONSTALL. In answer to Senator Ferguson’s question, 
this law was passed on December 29, 1950. This is a supplemental 
appropriation which came in on May 8, 1952, from the President, on 
the ground that the work was piling way up. So the only question 
before us is how much of the $300,000 to give out, whether it would be 
$100,000 or $150,000 or what. 

Senator MaysBank. Should we have Mr. Smith tell them we do not 
need them down here? 

Chairman McKe.uuar. I do not think we do. You know more 
about it than they do. 

Senator Fercuson. The question is how much money should we 
give them. Give them $100,000. 

Senator Maysank. We will argue that when we write the bill up. 
Maybe $150,000 would be sufficient. I want to tell the people there 
at the Federal Trade Commission that we do not want them to come 
down here if they cannot appear before the committee takes action. 

Senator SALTONSTALL. I suggest we meet with them briefly. 

Senator Frrevuson. I will give them their story. 

Senator MayBank. They are going to say they want $300,000; 

Senator Ferauson. And they cannot do it for less. 

Chairman McKetuar. Let us call the next witness. 

Senator Maysank. I will call Mr. Mead down here. 

Senator Ferauson. Tell him that we will be glad to see him 
personally. 
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DEPARTMENT OF COMMERCE 
DerensE PropuctTion ACTIVITIES 


STATEMENTS OF CLARENCE H. OSTHAGEN, ASSISTANT SECRE- 
TARY OF COMMERCE FOR ADMINISTRATION; THOMAS W. §S. 
DAVIS, ASSISTANT SECRETARY FOR DOMESTIC AFFAIRS; 
FRANCIS R, CAWLEY, DEPARTMENTAL BUDGET OFFICER; 
OSCAR H. NIELSON, DEPUTY DEPARTMENTAL BUDGET OFFICER; 
RAYMOND B. KIRSNER, ASSISTANT TO UNDER SECRETARY 
FOR TRANSPORTATION; RAY IRELAND, ADMINISTRATOR, DE- 
FENSE AIR TRANSPORTATION ADMINISTRATION; KURT B. 
ROSINGER, CHAIRMAN, INDUSTRY EVALUATION BOARD; 
JOSEPH A. MACK, DEPUTY DIRECTOR, OFFICE OF FIELD SERV- 
ICE; HENRY H. FOWLER, ADMINISTRATOR, NATIONAL PRO- 
DUCTION AUTHORITY; FRANZ STONE, DEPUTY ADMINIS- 
TRATOR, NATIONAL PRODUCTION AUTHORITY; WILLIAM A. 
MURPHY, ASSISTANT ADMINISTRATOR FOR ADMINISTRATION, 
NATIONAL PRODUCTION AUTHORITY; AND PHILIP G. ASHER, 
DIRECTOR, BUDGET AND MANAGEMENT DIVISION, NATIONAL 
PRODUCTION AUTHORITY 


DEFENSE AIR TRANSPORTATION ADMINISTRATION 


Mr. Caw ey. Last evening when we concluded, there remained two 
items before we come to the National Production Authority. TI would 
like this morning to introduce to the committee General Ireland, who 
is the Administrator of the Defense Air Transportation Administra- 
tion. That is an item we did not cover yesterday. I would like for 
General Ireland to handle that. 

Mr. IreELAND. Mr. Chairman, I am vice president of United Air 
Lines and serving temporarily as Defense Air Transportation Admin- 
istrator. My purpose in appearing here this morning is to request 
the reinstatement of the defense funds for the Office of Transporta- 
tion, particularly the funds for the Defense Air Transportation 
Administration. I would like to just give you a short summary of 
the functions of that office. 


FUNCTIONS 


As you gentlemen know, the civil air lines and civil aviation industry 
has always been conside red as a reserve for national defense. The 
Defense Air Transportation Administration has the responsibility for 
planning and directing the mobilization of the civil aviation industry 
in cooperation with the Department of Defense and any other Gov- 
ernment agencies which are affected. 

In doing that it has the following functions: 


CIVIL RESERVE AIR FLEET 


First, the allocation of airplanes to what is known as the civil reserve 
air fleet, in the establishment of a priority system for air transporta- 
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tion, handling as a delegate agency recommendations for defense loans 
and tax amortization, accelerated amortization and working out a plan 
for war risk insurance for the aviation industry. 

The most important part of the plan is the civil reserve air fleet 
which is a group of airplanes now being operated on the civil airlines 
which are earmarked for use for military purposes upon the outbreak 
of war. The need for that of course arises from the knowledge that 
in time of war the transport airplanes operated by the Department of 
Defense will not be sufficient and will require supplementing by the 
capabilities of the civil air transport industry. 

Senator Fercuson. How many would you say is in that fleet? 

Mr. IrEeLaANp. Approximately 300 airplanes, sir, under present 
plans. It depends entirely upon the particular war plan which is 
current at the time the plan is worked out. At this time it is in the 
area of 300 airplanes. 

In the absence of such a plan, it would be necessary for the Depart- 
ment of Defense to purchase a much larger number of transport 
airplanes so that we believe this plan means the savings of millions 
of dollars, hundreds of millions of dollars to the Government. 

It is made possible by the existence on the commercial airlines of 
a large number of four-engine aircraft which with relatively minor 
modifications can be made available for military purposes in time of 
war. 

Chairman McKe..ar. I am in favor of all kinds of airplanes and 
improvements and development. At the same time why was it 
that you did not come down here earlier in the year? This is the 
beginning of a new fiscal year. We have 5 days to pass upon these 
questions. Why did you wait so long? 


HOUSE ACTION 


Mr. Irevanp. The reason, as I understand it, for our present 
appearance is the fact that the appropriation was eliminated in the 
House, the appropriation of $100,000. 

Chairman McKetiar. Why was it taken up so late in the House? 
This bill comes in here at the last legislative moment. Here in the 
last week it was heard in the House, reduced by $15,000,000, and 
you ask that it be restored. That is a very important issue, and it is 
a very large sum. It may seem a very small sum to you. Forty 
million dollars is quite a large sum. 

I remember when I made my first reputation as a lawyer. I won 
a $40,000 law suit, not a $40,000,000 law suit. 

Mr. Irevanp. Sir, we are talking about an appropriation of 
$100,000. 

Chairman McKetiar. We are talking about an appropriation cut 
from $41,000,000 to $25,000,000. 

Mr. Cawtey. The $41,000,000 referred to was the money allowed 
for the current fiscal year that just closed. The President recom- 
mended $35,000,000 to the House, which was about $6,000,000 less 
than the amount we had last year. The House cut that $10,000,000. 

Chairman McKetuar. This document that I have here did not 
give the full facts then. You want to restore $10,000,000. That is 
quite a large sum. Why should you not give us a little more time? 
Here we are at the last moment. 


21648—52——22 
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Mr. IreLAND. Could I ask Mr. Cawley, the budget officer? 

Chairman McKettar. I had a talk with him last night about it. 

Mr. Cawtzy. I quite agree Congress should have more time to 
consider these items. 

The submission of this appropriation was contingent upon the 
extension of the Controls Act. We did not feel we would be in order 
submitting our request prior to that time. 

Chairman McKe tar. I do feel that you gentlemen can give us 
more time. The appropriation of $65 or $70 billion a year is no small 
sum. Itis work. So you come now at the last minute and we have 
only a few days left. 

Senator ELLeNpER. There is no provision in the present bill for 
this amount? 

Chairman McKeruuar. On page 45, line 11, there is a $25 million 
item. 

Mr. IRELAND. I am talking about an item of $100,000. 

Mr. Cawxry. He has reduced that $20,000 since last year. His 
1952 operation was $120,000. That has been reduced to $100,000. 

Chairman McKe var. He is to be commended for that. 


DEFENSE TRANSFER PLAN 


Mr. IRELAND. We believe that if there is a well-worked-out plan, 
worked out in advance, which has been approved by all of the agencies 
concerned, in the Department of Defense, the Department of Com- 
merce, et cetera, upon the outbreak of war that plan will be used. 

If there is no such plan, there would only be one alternative for the 
Department of Defense and the Government to follow as far as the 
use of civilian airlines is concerned and that would be to commandeer 
the planes. That would not be good from a standpoint of the Govern- 
ment and certainly would not be good from the standpoint of the air- 
lines. 

So our primary job is to work out a plan in as complete detail as 
possible so if we do get into a war that plan can be put into action 
immediately. 

The plan contemplates the earmarking of approximately 300 air- 
planes which will be taken from the various lines in proportion to the 
size of their operation. Those airplanes will be given minor modifica- 
tions immediately to fit them to receive certain equipment which is 
needed and the long range overwater operations which would be re- 
quired in time of war, or which is not needed for these airplanes in 
domestic operations. 

PERSONNEL 


Chairman McKer.iar. How many employees do you have? 

Mr. IRELAND. A total of 15, sir. 

Chairman McKe.iar. We have about 15 employees here on the 
Appropriations Committee. They take care of the expenditure of 
all of this money. 

Mr. IRELAND. I realize that, sir. I used to work on the House 
Committee on Appropriations years ago. 

Senator ELLeNpER. I wonder if the witness can tell us in a nutshell 
how the Defense Production Act affects this. 
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Mr. Iretanp. The Defense Production Act authorizes the mobili- 
zation, places the responsibility in the Office of Defense Mobilization. 

The Office of Defense Mobilization, as I understand it, has placed 
that in the Department of Commerce, this particular part of it. We 
are an agency of the Department of Commerce which is given the 
responsibility for working out these plans. 


MECHANICS OF PLAN 


Senator Ferauson. Have you not got a plan now? 

Senator ELLenpeER. Plan for what? 

Senator Fercuson. A plan for transferring these airplanes over to 
the military in case of war. 

Mr. Irevanp. That is right, but it involves qualifying those aircraft 
now so when the time comes they can be placed in service within 48 
hours. It involves working out an operating plan under which each 
carrier will operate its airplanes to a certain part of the world desig- 
nated by the Department of Defense. 

Senator Ferauson. Why has that not been done before this? 

Mr. [rELAND. It has, but it is not a thing you can stop and put on 
the shelf, because conditions change. As modern aircraft come into 
being, conditions change. 

Senator Fereuson. If we modify them today, in 6 months they 
will need another modification. You may have to remove what you 
put on. 

Mr. Irevanp. It is also dependent upon war plans. The plan we 
are now working on was worked out last summer. We are just in 
the process of revising it. 

I might say we have about 12 people in from the airlines who are 
serving without compensation to assist us in working this plan out. 
They have just completed the job. We expect to notify the airlines 
of the number of airplanes they will be expected to give up. 

Chairman McKe.tiar, This committee is charged with appropriat- 
ing all of this money. Strange as it may seem, we ought to be taken 
into consideration. Some plan ought to be offered to us not at the 
last moment, but so we can discuss it, too. 

The 21 men on this committee are reasonable men. They want to 
do what is right. They want to help you, help all of our agencies do 
a good job. 

Why should you keep the secret from us until a few days before 
Congress adjourns? 

Mr. Irevanp. I think that is a very logical question. I will have 
to defer that to the budget officer for the Department of Commerce; 

| have been on this job 3 months. I am not familiar with all of the 
intricacies of the handling of appropriations. 

My only purpose in coming up here was to try to explain to you 
what the plan is. 

Chairman McKe tar. You select 300 planes of various companies, 
and you have an arragement with them. Do you have a contract 
with them? 

Mr. IRELAND. We will have a contract with them. 

Chairman McKettar. You do not have it yet? 

Mr. IreLanp. No, sir. 
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Chairman McKe.uiar. How long will it take you to get a contract 
with them? 


COMPENSATION FOR TRANSFER TO MILITARY USE 


Mr. Ire .anp. That is a difficult question to answer. It involves 
two things. The first is a contract for the modification of the air- 
planes. The airplanes will be modified by the airlines at the expense 
of the Government. They will be modified as quickly as the physical 
work can be done. 

Chairman McKe.iar. Does the Government have to pay for that? 
Mr. Ire.anp. Yes. Otherwise, it is of no advantage to the air- 
ines. 

Senator Fereuson. What will that modification cost? 

Mr. IRELAND. I cannot give you exact figures. On 300 planes my 
guess would be in the neighborhood of 3 or 4 million dollars. 

Senator Fereuson. What is the nature of the modification? 

Mr. IRELAND. Putting in conduits, brackets, navigators’ stations, 
periscopic sextants to permit celestial navigation, and a number of 
things like that, and in some cases increasing the fuel capacity so that 
they can fly further over the water. 

Senator Ferauson. Are not a lot of these planes equipped for over- 
the-water operation and long distance flights? 

Mr. IreLAND. Some of them are, but the majority of them are not. 

Chairman McKetuar. There are not 300 planes equipped to fly 
over the ocean? 

Mr. IreLAND. No, sir. In addition to that, they must have certain 
types of radio for military operations as distinct from the civil 
operations. 

Senator Frerauson. Are you going to put new radios on these 
planes? 

Mr. IRELAND. We will not put them on until war breaks out, 


EQUIPMENT 


We will provide the brackets, conduits, and things which are re- 
quired to permit the installation upon the outbreak of war. 

The radio sets will be stored by the Air Force at the proper locations 
so that immediately upon the outbreak of war the airlines will install 
that equipment. 

The objective is to make it possible to put these planes in operation 
within 48 hours after the word is given. It is necessary also to work 
out plans for the operation of the planes. It is necessary to provide 
for the personnel. 

We are right now working with the Department of Defense on a 
reserve plan which will supply the necessary people to operate the 
planes. They will be operated by the airlines under contract with the 
Government, so that the Government will get the benefit of the know- 
how and the management ability and the personnel of the airlines as 
well as having the airplanes. 

Chairman McKe.iar. Do you pay them for that? 

Mr. Irevanp. Of course, they will be paid. 


_— hs Oo 
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1952 APPROPRIATION 


Senator Fmreuson. How much did you have for this before? 

Mr. IRELAND. $120,000. 

Senator Ferauson. That was last year. You want $100,000 this 
year? 

Mr. Irevanp. That is correct. 

Senator Fercuson. How many personnel is in this section? 

Mr. Irevann. About 16, sir. 

Senator Ferauson. They seem to be working continuously and will 
continue in the future on this plan? 

Mr. Irevanp. Yes. 

Senator Ferauson. How do you account for that? 

Mr. IRELAND. Because the plan must be revised from time to time 
as conditions change. It is based on a specific war plan. The De- 
partment of Defense worked out a war plan. They told us how many 
tons of cargo and how many passengers must be carried to all parts of 
the world. We worked out an operating plan based on that. 

Senator Frerauson. I can see how you need these people to draw 
up the plans and get ready, but I cannot understand why you would 
need the same number of people on revising the plans, ‘because you 
cannot get this much revision to keep all these people busy. I know 
how fast they change, but they do not change that fast. 

Mr. Irevanp. This plan was worked out last summer and | 
happened to have been on active duty then. We worked it out on 
the basis of the military requirements exclusively without any refer- 
ence to the effect on the civil airlines systems of the country. We 
are now revising it and attempting, so far as possible, to take into 
consideration not only the military requirements, but to take into 
consideration the requirements of the civil-air transport system. 

Senator Fereuson. But you are not putting these on the planes. 
You say you are getting these ready so that vour modification will 
take place after the war starts. 

Mr. Irevanpb. The installation of the equipment. 

Senator E.uenper. There is nothing done to the plane now, is 
there? 

Mr. Irevanp. Yes, sir. These brackets are installed, navigator 
stations, and periscopic sextants also installed. 

Senator ELLENDER. Does the company continue to operate the 
planes with that equipment on them? 

Mr. IreLanp. That is correct. 

Senator ELuenper. All of this is done in the event war comes? 

Mr. IRELAND. Yes; it is a part of the mobilization plan. 


TYPE OF AIRCRAFT 


Senator ELLENDER. Does that affect a particular kind of plane? 

Mr. IRELAND. We use several different types—DC-—6’s, DC—6B’s, 
DC-6A’s, the Stratocruiser and the Constellation, as well as the DC—4. 

Senator ELLENpDER. Is it your idea to notify the companies? 

Mr. IRELAND. Yes, sir. 

Senator ELLENpER. How much money are you asking for at the 
moment to make these changes that you contemplate? 
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Mr. IneLanp. We are not asking for any money to make the changes. 
That is in the Department of Defense budget. 

Senator Fercuson. That went through without us seeing it. 

Chairman McKe.iar. How much did you use in getting these 
spare parts last year? 

Mr. IreLanp. Nothing, because they have not done any modifica- 
tion yet. 

Chairman McKe tar. Is it not a fact if war were to break out you 
would be bound by the military authorities and what they say and 
what they want in the Air Force? 

Mr. Irevanp. No. The purpose of having an office like this is to 
protect against that so that the civil requirements will be given equal 
consideration along with the military. That is a part of our job, to 
act as a channel between the military and the civil. 


TIME ELEMENT ON TRANSFER PLAN 


¥ Senator YounGc. You say under this program you could switch 
over to military operations in about 48 hours? 

Mr. IRELAND. Yes, sir. That is the objective. Whether that will 
work out and be that good, I do not know. 

Chairman McKe iar. Have you a plan now? Could you present 
it to the committee now? 

Mr. IrELAND. We can present you with any details you wish, sir. 

Chairman McKe.tuiar. I want a plan. You are asked to furnish a 
plan. How long have you been at it, about 3 months? 

Mr. IRELAND. Yes, sir. 

Chairman McKe.uar. Who was there before? 

Mr. IrELAND. Mr. Paul Butler. 

Chairman McKe.uar. He ought to have worked out a plan. 

Mr. Iretanp. Mr. Chairman, this is something which had to be 
agreed to first between the Secretary of Commerce and the Secretary 
of Defense. It has been in the process of working out for about a 
year. It was preceded by an NSRB task force which worked for 
over a year to arrive at a plan which would be suitable and take care 
of requirements of the military as well as the civil. 

Chairman McKe war. I recall when I was invited once to enter a 
law firm and was told I would be given one-fourth. I said, ‘““Thank 
you very much, I would be glad to accept.” They said, ‘When do 
you want to start?” 

I said, “Just as soon as I can hang my hat on that rack.” 

I should not think it would take such a terrible lot of time in this 
case. F 

Mr. IRELAND. This had to be worked out between the Commerce 
and Defense Departments. That, to my knowledge, took almost a 
year to get an agreement on. 

Chairman McKeurar. An agreement between the Secretary of 
Commerce and the Secretary of Defense? 

Mr. IreLann. That is correct. 

Senator Frrauson. What were these people domg during that year 
that you were trying to get consent? 

Mr. IRELAND. They were working on the plan. 

Chairman McKetuar. I would like to have a copy of the plan. I 
would like to know something about it before we spend money that 
way. 
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Mr. IrEetanp. I would be very happy to give you anything you 
want. 


Chairman McKe.uar. I just want the plan. Do you have a copy 
of it here? 

Mr. IreLanp. No; it is a secret plan. 

Chairman McKetuar. I am not very strong for secret plans. 
Plenty of people will know about it when you talk to the airline 
companies. They are going to have something to say about it. 

Mr. IRELAND. The only people who have seen it from the com- 
panies are people who have been cleared for top secret. We would be 

glad to bring that down to your committee any time that you desire. 

Senator Youna. Under this plan you would switch over in a war 
operation in 48 hours. Without the plan how long would it take? 

Mr. IreLanp. It would take months. These planes must be given 
modification. When they come in for engine change or major over- 
haul, the modification will take place then. 

Senator Youne. I think it is an important part of our national 
defense. During the last war the Northwest used most of their 
planes in operations to Alaska and the Aleutians. 

Mr. [rELAND. This time we are in a much better position because 
we have so many four-engine aircraft. We will be glad to supply the 
plan for the committee, if you desire. 

Chairman McKeutar. We would like to have it. 

Senator SatronstTauu. If war came within 2 years, you have this 
plan. If not, your money spent now is wasted. 

Mr. Irevanp. It is like a lot of other defense appropriations. You 
are right. 

Chairman McKe.u AR. Would not plans made now change very 
materially in 2 years? Have they not changed enormously in the 
last 2 years? 

Mr. IreLanp. The requirements will change. The Department of 
Defense is buying additional airplanes all the time. The number that 
are needed from a civil airlines point might change greatly. That will 
depend on the war plans. 

Chairman McKe.iar. Why spe nd people’s money for plans when 
you do not know what they want?’ 

Mr. IRELAND. It is like any other defense activity. We spend a 
lot of money that will be wasted if we do not get into war. 


NUMBER OF AIRCRAFT AVAILABLE 


Senator Ferauson. How many planes are there that could be used 
in this effort? 

Mr. Ire anp. In the civil airlines just under 600. That will be a 
figure of about 600 at the end of next year. 

Chairman McKet.uar. If war came, we take over half of the civil 
airline planes? 

Mr. [reLanp. Yes. 

Senator Ferauson. How many are there now? 

Mr. IrevANpD. There are something in the nature of 550. I am not 
sure of the exact figure, but the number which will be in this plan at 
this time is 297. We have to work out the personnel requirements as 
well as work out the modification of the airplanes. 
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We have to get the airlines to work out operating plans so that they 
will know exactly where they are going to go and how many trips 
they are going to fly. 

hat is based on what the Department of Defense tells us will be 
the requirement or the movement of men and materials to various 
parts of the world. 
AIR PRIORITIES PLAN 


In addition to the civil reserve fleet, which is the thing we have been 
talking about, we are also working out an air priorities plan so in case 
of war we will have a system which can be placed in effect both on the 
civil airplanes and on the military transport services. That will be 
implemented by setting up an air priorities board consisting of the 
Secretary of Defense and the Secretary of Commerce. It will be 
patterned after the plan used in the last war. 


WAR-RISK-INSURANCE PLAN 


We also are working out a war-risk-insurance plan under which the 
United States Government will provide war-risk insurance to the air 
carriers if they are unable to procure it through the normal sources, 
which they are unable to do at this time. They cannot get it without 
a 48-hour cancellation provision. 

We are charged with the responsibility of recommending for or 
against loans which are requested for the procurement of airplanes or 
aviation facilities. 

Also, recommendations with respect to tax amortization. 

Chairman McKe tar. It looks as though we are drifting very fast 
into Mr. Stalin’s shoes where the Government does all the business. 
We are going into it faster than our British cousins are. 

Mr. Irevanp. | think it is fair and provable that you would get 
more for your defense dollar in this plan than almost any other 
defense activity. I am sure of that. 

Chairman McKe .tar. Please bring the plan up. 

Is there anything further? 

Mr. IRELAND. I believe that covers it, sir. 

Mr. Caw.ey. I would like to introduce the next witnesses, Mr. 
Chairman—Mr. Fowler, Administrator of the NPA. 


NATIONAL PrRopucTION AUTHORITY 
APPEAL FROM HOUSE CUT 


Mr. FowLer. The Deputy Administrator is here with me, Mr 
Chairman. 

Mr. Chairman and members of the committee, I am the Admin- 
istrator of the National Production Authority on appomtment from 
the Secretary of Commerce. I am appearing here today to support 
the request of the Secretary to restore $10 million cut by the House 
from the $35 million request to carry on the defense production 
activities. 

Particularly I am here to ask for your consideration of the problem 
that this cut would create for the National Production Authority, 
which, together with the Defense Production Administration, that 
the committee heard us on yesterday, constitutes the equivalent of 
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the old War Production Board of World War II, in the current 
emergency, carrying on much the same type of operations. 

The cut by the House means that the NPA will have about $19,- 
500,000 to carry on the operations instead of $26,900,000 which weld 
have been allocated to NPA by the Secretary of Commerce under a 
Presidential request. 

This means a reduction for NPA from over $30 million in 1952 
fiscal year to $19,500,000 in the fiscal year 1953. 

Mr. Stone, who is on leave from his company, working without 
compensation, and I actively reviewed the operations of each of the 
units in the NPA and we believe this cut goes too far and will seriously 
impair the operations of the defense production program at a time 
when some of the achievements in production, particularly the rising 
production of military end products, and some of the most serious 
problems of protecting the civilian economy, as a result of the steel 
strike, are just ahead. 

PERSONNEL 


Chairman McKe.uar. How many employees have you? 

Mr. Fowuer. We have now, Senator, about 4,200. That represents 
a decline of approximately 500 from our peak employment which 
occurred in September 1951. We had about 4,700 per annum em- 
ployees in September 1951, and we have reduced our staff throughout 
the year until we are now at a figure of 4,200 per annum employees. 

What I have said about the important problems ahead does not 
mean that we have not been able to solve many of the material and 
production problems that confronted the Nation with the defense 
program. 

DECONTROL PLAN 


Actually, we have been able to decontrol a very substantial num- 
ber of materials and products which originally had to be put under 
allocation because shortages existed. 

As the shortages have been licked by increasing supply, we have 
been able to decontrol a number of items. 

The record will show, and this appears for the convenience of the 
committee in a summary form in the House hearings at page 146— 
that from the very earliest period back into last summer NPA has 
taken steps promptly to remove allocation orders as supply-demand 
situations came into balance. 


PERSONNEL 


I only say that to make clear that the reason we have been able to 
reduce our staff approximately 500 in the last 8 or 9 months is that 
we have been able to take controls off of a variety of items, like lead, 
cadmium, zinc, and some 28 items that are in that list there. 


CONTINUATION OF CONTROLLED MATERIALS PLAN 


However, the supply situation has not yet and will not permit us 
to abolish the controlled materials plan which is the principal allocating 
mechanism covering steel, copper, and aluminum. 

We had hoped to be able to exclude steel and aluminum from the 
controlled materials plan sometime in the early part of 1953, but the 
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steel strike and the loss of steel production, which I want to give some 
details on later, is the serious factor that has intervened to throw our 
plans askew. 

I should say this budget was prepared without reference to the steel 
strike, the Presidential request, and does not take that factor into 
account. 

We think that the reduction from $30 million spent in 1952 to 
$26,900,000 proposed to be allocated for fiscal 1953 represents the kind 
of steady but gradual diminution of control operations which have 
been carried on throughout the last fiscal year and also because we 
have been able to increase the efficiency of continued operations on a 
given pattern. 

EFFECT OF HOUSE CUT 


However, it is my sincere belief, Mr. Chairman, that the effect 
of the House cut this time is to change what has been an orderly and 
systematic reduction of personnel and operations into something that 
is going to have serious disorganizing consequences in the very 6- 
month period ahead where the efficiency of this operation is going to 
be important not only to the defense efforts of the country, but in pro- 
tecting the civilian economy. 

Senator Haypren. Unless the strike is settled soon you are going to 
have a very serious complication in the allocation of materials. 

Mr. Fowter. If you will permit me, I would like to say how serious 
it is right now. We have lost by the strike, to date, and I have these 
figures calculated because of the committee’s interest in it yesterday, 
we have lost, according to our approximate estimates, already 11 
million tons of steel because of this strike. 

We will lose if the strike were settled tomorrow an additional 2 
million tons because of what it takes to resume operations. That 
makes a total, if the strike were settled tomorrow, and I have no in- 
formation to the effect that it will be, with the best estimate that we 
can make, 13 million tons of steel. That means that in the year 1952, 
the year we are in, the calendar year, with the mills operating at their 
highest rate from here on out, we could only get for this year about 
100 million tons of steel. 

Senator Ettenper. Mr. Fowler, when you appeared before us you 
advanced the same arguments for the operation that you talked about 
yesterday, as you do today. What connection is there between the 
two? 


OPERATIONS UNDER MATERIALS ALLOCATION 


Mr. Fowter. The appropriation yesterday was for the Defense 
Production Administration, which is the programing part of the 
allocation system. 

The agency I am discussing today, the NPA, is the operating part 
of the job. Comparatively the DPA is a very small organization 
with only about 400 people. 

Senator ELteENpER. Does DPA set the policy? 

Mr. Fow ter. Yes, and this one, the NPA, carries it out and runs 
the machinery and handles the applications. = 

Senator ELLENDER. What has Mr. Arnall to do with this? 
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Mr. Fowuer. He has price. We have nothing to do with price 
controls. We are only production and material controls. 
Senator EttenperR. And allocation of materials? 
Mr. Fowter. Yes. 
STEEL PRODUCTION 


In 1951 annual production of steel was 105 million tons. That 
means that taking into account this loss we have suffered, the actual 
steel we will get this year is going to be 5 million tons less than the 
steel we got last year. Instead of getting an annual production this 
year with this new capacity of 112 to 114 million tons, we will have only 
100 million, approximately, to work with. 

The House committee not taking into account this problem, said in 
its report, or indicated in its report, that if the funds appropriated for 
NPA proved to be inadequate to carry its operations, that the Secre- 
tary of Commerce could take care of the deficit by transferring funds 
appropriated for regular activities of the Department of Commerce. 

Chairman McKe.uar. He cannot do that, with my approval. 


HOUSE REPORT CITED 


Mr. Fowuer. I think that is what creates a serious problem here, 
because the House committee report said, and I would like to quote 
from that report, because I think they are operating on a premise that 
is going to cause great difficulty. They said: 

There must be more positive determination on the part of the Bureau of the 
Budget and the regularly established agencies of the Government to put aside 


nondefense matters and channel their normal activities to those services designed 
to further defense efforts now being made by the people of this country. 


Senator Ferauson. What is wrong up to that point? 


TRANSFER OF FUNDS 


Mr. Fowuer. That is good up to there. Here is the key sentence: 


To this end the bill again includes a provision directing the transfer of funds from 
regular to defense activities in the established departments. 

The Secretary of Commerce has informed me that in view of the 
cuts made in appropriations for the regular activities of the Depart- 
ment of Commerce, there is not likely to be any available funds 
for transfer to NPA in the event the House appropriation proves 
inadequate. 

The chairman of this committee has indicated, last night, that he 
thinks such transfers are not wise policy. 

Chairman McKxguuiar. Not only not wise, but almost dishonest. 

Mr. Fowxer. Therefore, it seems to me, if I may say so, if this 
committee will decide what the NPA ought to have and appropriate 
moneys for it, and not take into account this possibility that ap- 
parently the House committee had in mind of some subsequent transfer 
of funds, this situation can be taken care of. 

That is why I am here, to make that clear. 

Chairman McKeruuar. I am glad you are making it on that ground. 

Senator ELLENDER. You say that the agency you talked for yester- 
day set the policy. This agency vou are talking about today carries 
that policy out. 
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Why is it necessary for a and other departments to have 
to come in. there and fight for their own allocations? 
owe gage Because it has been the practice all through World 

ar II. 

Senator ELLENpER. I am asking why is it necessary? Why is it 
necessary? 

Mr. Fow er. At one central point when your total requirements, 
let us say, for steel, of all the claimant agencies—when they say what 
they think they ought to have for their customers, so to speak, and 
that totals 137 percent of available supply, somebody has to review 
those requests for materials, decide where the cuts can best be made, 
and then allocate the shortage, in effect. 


PROCEDURE ON ALLOCATIONS AMONG AGENCIES 


Senator ELLENpeR. | thought the agency you talked about yester- 
day set that policy. 

Mr. Fowuter. The Defense Production Administration does that. 
They develop and approve a program which says in effect so many 
million tons go to the Defense Department, so many to Agriculture, 
and so many to all the 20 claimants. 

Senator ELLENDER. Where do they get their information? 

Mr. Fow er. From each agency which presents its claim and tries 
to advocate, with supporting evidence, why certain tonnages are 
necessary to support levels of farm equipment or levels of power equip- 
ment. 

Senator ELLENDER. What connection is there between this agency 
and these various claimant agencies? Do they have to come through 
you or do they settle their differences? 

Mr. Fowter. The decision is settled at the Defense Production 
Administration. The way they get to us is if we do not in NPA 
carry out the program determination of the DPA, which Mr. Trigg 
is responsible for, and see that the machinery operates to deliver to 
their customers the quantities of steel, copper, and aluminum in 
the shapes and forms they require, then they come to us to object 
and say, ‘You have not delivered what we were entitled to get.” 
Rather they go to the Defense Production Administration. It is our 
responsibility to see that the program is executed through the regular 
and rather complicated mechanism that is known as the controlled 
materials plan. 

Senator ELLENDER. Other than steel, how many different materials 
are short in supply that need attention? 

Mr. Fowxer. Copper and aluminum. 

Senator ELLENDER. Aluminum is in pretty good shape now, is it 
not? 

Mr. Fow ter. It is getting in much better shape, but it is still not 
out of the woods. We hope it will be by spring. Certain chemicals, 
nickel, cobalt, sulfur, chromium, tungsten, they are the typical mate- 
rials. Then there are types of equipment like machine tools, power 
equipment, construction machinery. 

In the House report on pages 143 to 146 there is a listing of the 
regulations. < 

Senator ELLENDER. The policy makers give all the requirements 
of the armed services? 
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Mr. Fow.er. That is correct, sir. 

Senator ELLeENDER. How does agriculture come in? It ought to 
come in first. 

Mr. Fowuer. The Secretary of Agriculture is a claimant before the 
Requirements Committee of the DPA. 


FARM EQUIPMENT DIVISION 


We also in NPA have a farm equipment division. I believe it is 
fair to say very satisfactory allocations to agriculture have been the 
practice haing the last fiscal year. 

Senator ELLenpeER. I think that is due to a little aggressiveness on 
the part of some of us, and I think Mr. Trigg is agriculturally minded. 
Agriculture should have no difficulty in getting all its requirements 
because without food and fiber, everything else is doomed. 

In case we do have a war, and of course I hope we do not, I hope 
agriculture will be put at the top ahead of the military insofar as its 
ability to produce fiber and food is concerned. 

Mr. Fowter. I think I can speak on that. The Director of the 
Farm Equipment Division, who was an official in the Allis-Chalmers 
Co., just before he left 3 or 4 weeks ago, I had a long talk with him 
about it. He said in his view the farm-equipment supply situation 
was generally in good shape and the principal limiting factor was the 
market. There were a few exceptions of certain specific types, but 
that is not due to material shortages. 

Senator Youna. That is certainly true so far as my area is con- 
cerned. 

Chairman McKeuuar. Are there any other questions? 


EFFECT OF HOUSE CUT 


Mr. Fow er. If I may show you the effect of this House cut, be- 
cause that is the crucial point, here is the peak of this personnel in 
September 1951, and you can see we have come down a fairly steady 
curve. It was planned for 4,200 as of now and to be reduced to 3,190 
at the end of the fiscal year. Under this House cut we would have to 
cut 1,000 immediately, and then we would have to cut another thou- 
sand in September. So as to have them off of the rolls by the end of 
the year, taking into account terminal leave and that sort of thing, 
that would be necessary. 

So, in the 6-month period, this next 6-month period, which is a 
very crucial period in sweating out the impact of this steel strike and 
supporting military production, we would have a very serious per- 
sonnel problem. The committee may be under the impression 


because some of these controls have been lifted that we are through 
or substantially have accomplished the defense-production program. 
Just in terms of the planes and the tanks and the weapons, I would 
like to show you where we are today, because I think it spells better 
than I could put it in words why at this time to put asunder the 
allocation mechanisms might be very damaging to the defense effort. 


DEFENSE EFFORT 


This first chart shows the military hard-goods deliveries. It shows 
they have gone up to a level now in the middle of 1952 of approxi- 
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mately $6,000,000,000 a quarter. That is the value of the guns, planes, 
and tanks and other weapons, the hard goods that are coming off and 
being accepted. 

That broken line you see is the important part. We have to climb 
in the next year the toughest part of the hill to get from $6,000,000,000 
worth of deliveries up to around $8,000,000,000 worth. The schedules 
call for a leveling off during the remainder of 1953 and 1954. 

We are in business in the NPA primarily to support that effort by 
seeing to it that the critical materials and the equipment and the 
so-called components and the tools get delivered to support those 
military programs. 

Chairman McKe tuar. There is a difference here of $10,000,000. 
What is the smallest amount with which you can get along? 


RESTORATION REQUESTED 


Mr. Fowter. The part I am addressing myself to is the NPAt 
We are asking here for a restoration of $7,400,000 out of that $10,000,- 
000 that has been cut. The other people who have appeared here 
have spoken on behalf of the difference between the $7,400,000 figure 
and the $10,000,000. 

Speaking for the NPA, I can only say that conscientiously as one 
looks at it in view of the disasters like this steel strike, in view of the 
possibility of a domestic copper strike which is just looming up 
around the corner, in view of the importance of getting this military 
end-product delivery up to the plateau, I could not conscientiously 
advise this committee we could get along with any amount less than 
the $26,900,000, unless there was a very generous possibility that 
funds could be transferred from other appropriations of the Depart- 
ment. That seems not to be to the liking of the committee. 


CHECK OF MILITARY REQUIREMENTS 


Senator ELLenpreR. What jurisdiction, if any, do you have in 
checking on the requirements made by the military? 

Mr. Fowter. Mr. Trigg is head of the Office of Program and 
Requirements in DPA. He has a staff concerned with military 
requirements, and they constantly are reviewing those claims by 
the military. What we desire to do is to see they do not get more 
than they are going to be able to use. 

Senator ELLENDER. To what extent do you find that condition to 
exist? 

Mr. Fow.ier. We find each quarter for each material a pattern like 
this: They will come in and ask for 100 units. We will screen those 
requirements and reduce them and decide. They will finally, in 
effect, agree with us, ‘Well, we could get along with 95 units.” 

Then, in the actual use in the quarter after we audit their use, we 
have found usually we have overallocated to them 2 or 3 percent, 
something in that general neighborhood. 

Senator ELLenpDER. In other words, they are always generous in 
asking for their requirements? 

Mr. Fowter. That is correct. We always cut them back, but we 
prefer to give them a little bit too much rather than too little. 


t 
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ALLOCATION TO MANUFACTURERS 


Senator ELLENDER. These materials are allocated then to the vari- 
ous manufacturers? 

Mr. Fow.er. That is right. 

Senator ELtenperR. Do you trace that and follow through as to 
whether or not the materials that are allocated to particular factories 
are used for the purpose for which they are supposed to be used? 

Mr. Fowxer. Not with anything like the precision we would like 
to do it. The people who are the subcontractors down the line, I 
do not know how far they go. 

Senator ELLENDER. To what extent, if any, have vou found misuse 
of allocated materials for war for the military? 

Mr. Fow er. We have a fairly vigorous compliance program 
going, and I must say on the particular point you raise we have had 
a number of investigations. We had a very intensive investigation 
of aluminum use last fall. We find by and large the the military 
contractors are playing ball with the program. 

Senator ELLENDER. | heard a lot of it was stacked up and not being 
used. 

Mr. Fowuer. That has been because there has been some excessive 
inventory. A producer has a big program ahead and goes out and 
gets as much as he can. 

Senator ELLENDER. You would say on the whole all of the materials 
allocated for the military have been used for that purpose? 

Mr. Fowter. I think substantially that is a correct statement. 
We have no complaint on the cooperation we have had, 

Senator ELtuenper. That is all. 

Senator HaypeEn (presiding). Thank you, gentlemen. 

Mr. Cawtey. I would like to introduce Mr. Mack, head of the field 
service. 

RESTORATION OF FIELD-SERVICE ESTIMATE 


Mr. Mack. I appear here requesting the restoration of the sum of 
$1,850,000 to operate the field organization of the National Produc- 
tion Authority. Our current appropriation for the field to carry out 
the NPA program amounts to $8,350,000. 

The estimates submitted by the President called for a reduction of 
$1,200,000, or a net of $7,150,090. 

The House, in passing the bill, allowed us $5,300,000 for the opera- 
tion of the field service for NPA for the current year. 

Mr. Chairman, we have been making a constant effort to reduce the 
number of people and the number of offices we are operating in NPA 
and, therefore, have closed 30 offices. 

If this cut is permitted to stand, it will have exactly the same effect 
as Mr. Fowler pointed out of accelerating the reduction of the field. 


PERSONNEL 


We now have 1,285 employees. We had planned by September 30 
to get doen to 1,200 and then down to 910 at the end of 1953 fiscal 
year. 

If this cut stands, we will have to go from 1,285 now to 905 on 
September 30, and then down to 530 by the end of the fiscal year. 
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NUMBER OF FIELD OFFICES 


Senator Haypren. That will mean a reduction in how many of the 
number of these field offices? 

Mr. Mack. We will have to close 33 additional field offices in addi- 
tion to the 30 we have already closed, which will leave us with the 
original 42 offices. 

n those offices we will have to reduce the personnel by approxi- 
mately 200 people. So, we are making a cut clear across the board. 

Senator Hayppn. What was the reason in regard to the House 
committee inasmuch as controls were relaxed? There is not any 
need for as many of these offices, and that is your reason for cutting 
down; is it not? 

Mr. Mack. That is right. We are keeping the field offices under 
constant scrutiny and to cut back just as we planned. This cut that 
occurred in the House will mean we will have to accelerate that cut 
by approximately 400 people. 

Senator Haypren. How will the public suffer? 

Mr. Mack. By reason of the fact that the public will have to go 
long distances in order to be served. 

Chairman McKetiar. What could you do? 


PURPOSE OF FIELD OFFICES 


Mr. Mack. Our primary purpose in having these field offices is to 
provide a point where a businessman affected by the National Pro- 
duction Authority regulations and orders and directives can get 
direct information. We keep those offices currently supplied with 
all of the orders, regulations, and policies of the National Production 
Authority. 

The businessman may come in and deal with those offices rather 
than having to go to Washington. Furthermore, our field offices 
have the responsibility of allocating materials under the controlled- 
materials plan. 

At the present time we have decentralized this operation to make it 
possible for the allocation to be made in the localities where the 
businessmen are doing business, to enable our offices to deal directly 
with the businessmen affected by these regulations. ; 

If we cut out these offices and reduce the remaining offices, the 
businessman will either have to come into Washington or go long 
distances to get information on a subject which is of vital importance 
to him. 

Senator Haypen. That was the original complaint: that they had 
to come to Washington. Therefore, you have the district offices. 

Secondly, the complaint was that the district office did not have 
enough authority. Now, you have handed them the authority so 
they can really do business at these places. 

Mr. Mack. That is right. 

Senator Maynank. I know it has made it easier on the people in 
the Southeast. They have done a good job with the atomic-energy 
plant and all those installations down there in Paducah, Ky. Things 
are moving. 


_~— 
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TENNESSEE DISTRICT OFFICES 


Chairman McKeruiar. Where do you have the district offices? 
[ am particularly interested in Tennessee and the Mississippi Valley. 

Mr. Mack. At the present time, in Tennessee we have two offices, 
Nashville and Memphis. In Mississippi we have one at Jackson. 

In South Carolina we have two, Columbia and Charleston. 

Senator Maysank. What about Kentucky? 

Mr. Mack. We have one in Louisville. 

Senator MayBanxk. That is not so far from Paducah. 

Mr. Mack. That is right. We had one office in Paducah but we 
closed that. 

Senator MayBanKk. You had one in Aiken. 

Mr. Mack. That is right. We have been closing them as soon as 
they should be closed. 

ou will note the amount we requested is $1,200,000 under our 

current appropriation which takes into account the fact we knew as 
these orders were being relaxed there would be less need for the 
businessmen to have the offices. 

Senator Exitenper. These field offices are of great service to the 
small-business people, are they not? 

Mr. Mack. Ve sir. 

Senator Ettenper. And those who are unable to come to Washing- 
tion for large allocations? 

Mr. Mack. That is right. This processing of CMP paper is done 
in the field. 

Senator MayBank. It has saved our business people down home 
because of these offices. 

Chairman McKe tar. All right, gentlemen, thank you. 

Mr. Cawupy. I would like to introduce Mr. McCoy, head of the 
Office of Industry and Commerce. 

Then there remains the Civil Aeronautics item. 


Orrice oF INDUSTRY AND COMMERCE 


STATEMENT OF H. B. McCOY, DIRECTOR, OFFICE OF INDUSTRY 
AND COMMERCE 


PROGRAM OF INDUSTRIAL DISPERSION 


Mr. McCoy. I am appearing here for $60,000 of the House cut. 

Chairman McKetiar. How much did you have last year? 

Mr. McCoy. We had approximately $39,000 for this activity. 

Chairman McKettar. How did you get it last year? 

Mr. McCoy. By allotment from the Defense Production Activities 
Appropriation for the Department of Commerce. This program of 
industrial dispersion was established by the President this last fiscal 
year. 

Chairman McKe uar. Is the Office of Industry and Commerce in 
the Department of Commerce? 

Mr. McCoy. Yes, sir. It is part of the Bureau of Foreign and 
Domestic Commerce. 

Chairman McKetuuar. Did you not get an appropriation for that? 


21643—52——-23 
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Mr. McCoy. Not for this, sir. The Secretary allotted $39,000 
from the Defense appropriation to this work. We are asking for it 
separately this year. 

Senator MaysBank. You should do that. 

Chairman McKe tar. You are doing the same work as other 
people are doing in the Bureau of Foreign and Domestic Commerce. 

Mr. McCoy. No, sir; this work has never been done by the Bureau. 

Chairman McKe.tuiar. What kind of work is it? 

Mr. McCoy. This concerns industrial dispersion which was es- 
tablished as a program by the President this last fiscal year. Tt has 
as its objective the location of new military production plants and 
defense supporting plants 10 miles from centers of high concentration 
of population and manufacturing in order to achieve relative security 
from attack. The objective is to locate our new plants to be engaged 
in military production or defense supporting production at least 10 
miles from existing concentrations of population and manufacturing. 


AUTHORIZATION 


Chairman McKetiar. Do you know of any law to that effect? 

Mr. McCoy. No, sir. This is general authority under the Defense 
Production Act. 

Chairman McKettar. It must be very general. We put in a law 
the other day that a plant should not be put up within 25 miles of 
the communities because of its dangerous character. 

We put that in the law. Why do you not come before us to find out 
about it and give us the reasons why you want to put it in before vou 
took the money from another department? 

Mr. McCoy. This regulation was established by the President after 
consultation with the National Security Resources Board, the Office 
of Defense Mobilization, the Munitions Board, and the Defense Pro- 
duction Administration. 

Chairman McKe.tuar. The President is not the authority. I am 
devoted to the President. He is one of the finest men I know. He 
served on this committee for years. But the President is not the 
legislative power of the Government, 

Have you not read our Constitution? 

Mr. McCoy. Yes, sir. 

Chairman McKetuar. Do you not know the legislative branch of 
the Government does the authorizing? 

Mr. McCoy. But the Congress gives the President certain powers. 
He can delegate those powers. 

Chairman McKe tar. No, sir; not such powers as you suggest here. 

Mr. McCoy. This is not arbitrary. 

Chairman McKetuar. I do not mean to be offensive by these 
statements. I am telling you this in good humor. 

Mr. McCoy. This is a regulation—— 

Chairman McKeuvar. But you want the money to carry out a 
regulation. 

Mr. McCoy. It does not have the force of law. 

Chairman McKe.iar. That is why we cannot appropriate. We 
have no authority to appropriate for it unless it is authorized by law. 

Mr. McCoy. This is a provision to protect the security of new 
plants. 
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Chairman McKee tar. It is like the Office of International Trade. 
Will you be able to give us the difference between International 
Trade and the Bureau of Foreign and Domestic Commerce. 

Mr. McCoy. The Office of International Trade carries on certain 
functions in international trade as a part of the general operations of 
the Bureau of Foreign and Domestic Commerce. 


REASON FOR DELAYING BUDGET REQUEST 


Chairman McKetxar. It is exactly the same. Why did you not 
ask for it in the Bureau of Foreign and Domestic Commerce? Why 
wait until the last 4% days? 

Mr. McCoy. Mr. Chairman, I have heard you ask other witnesses 
the same question. As I understand it,-we were not permitted to 
estimate for any activity under the Defense Production Act until the 
Congress has acted on that legislation. 

Chairman McKetiar. Why did you not ask them to legislate on it? 
Why bring it up here now? 

Mr. McCoy. This particular activity is entirely contingent on the 
Defense Production Act. It is authorized under the Defense Produc- 
tion Act, Mr. Chairman. 

Senator MayBank. It is not a law, though. 

Mr. McCoy. It is an inherent power in the Defense Production 
Act. 

Senator Maynank. But it is not the law. 

Mr. McCoy. No, sir; it is not. This is not-an arbitrary provision. 
An industrial company can locate a plant anywhere it wants. The 
Government does not control that except under unusual circumstances. 


LOCATION OF NEW PLANTS 


One of the requirements, but not the only one, for a new industrial 
plant for which tax amortization or Government loans are requested, 
is that it must be located in an area which offers relative security from 
bomb attack. 

We have set up a system where communities can plan their location 
of new plants. We help them doit. Then when they certify that a 
new plant which they want to construct is located in accordance with 
standards of dispersal, and has relative security, on that account, we 
certify that the plant is properly located in accordance with the plans. 

Chairman McKe.iar. Suppose I want to build a warehouse. Do 
I have to come to you? 

Mr. McCoy. Not for a warehouse; no, sir. If you were planning 
to build a plant manufacturing some defense materials, such as 
airplanes or guns or tanks, vou would be required to locate it to 
provide relative security from bomb attack, provided amortization 
or Government loans were requested. 

Chairman McKe.iar. Do I have to come to you to build a ware- 
house on my own land in Tennessee? 


TAX AMORTIZATION 


Mr. McCoy. Not unless you wanted tax amortization on that 
facility or you wanted a Government loan. 
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Chairman McKe tar. I would not want any tax amortization that 
see in else would not have. 

_ Mr. McCoy. If you were applying to the Government for tax amor- 
tization to amortize your investment in 5 years, or a Government loan, 
one of the requirements would be that your warchouse or plant, if 
either one qualified, would have to be located 10 miles distant from 
high concentrations of population and manufacturing. 

Chairman McKatxar. Did you ever study communism? 

Mr. McCoy. I do not think I know much about it. 

Chairman McKeuiar. How far is this from communism according 
to your idea? 

Mr. McCoy. This has nothing to do with communism, in my 
opinion. 

Chairman McKetiar. That is the way they do it in Russia, The 
Government tells a man what he should do with his property, what 
time he should go to bed. 


FEDERAL ASSISTANCE IN SAFE AREAS 


Mr. McCoy. Under this plan, you can build an industrial plant 
anywhere you want to as far as the Federal Government is concerned, 
but if you want certain Federal Government assistance, the Govern- 
ment will require that you locate in a safe area according to these 
standards. Wehave provided a service to communities in the lota- 
tion of plants 

Chairman McKetiar. Can you find anything in the Constitution 
of the United States authorizing the Government to do that? 

Mr. McCoy. I do not think anything like this is specifically covered 
in the Constitution. 

Chairman McKe iar. You know it is not. We are bound by the 
Constitution. We held our hands up to high heaven and took an 
oath to protect and defend our Constitution against all enemies, 
foreign and domestic. 

This comes in here as domestic. I am not going to vote that way. 

Mr. McCoy. I do not think there is anything unconstitutional 
about this. 

Chairman McKe tar. These items about increasing the amount, 
that is a different thing. I want to tell you I think the House did 
exactly right in striking out all these new departments you are cre- 
ating. They are duplicating departments. You come before the 
Congress next year and make out a case for the establishment of a 
department, but that is a different thing. 

oday you come here at the last minute and ask for the establish- 
ment of four new departments all duplicating what you are now doing. 

Mr. McCoy. This office has been in operation for quite some time. 

Chairman McKe tar. It does not say so. 

Mr. McCoy. The Bureau of Foreign and Domestic Commerce 
has been in existence since 1913. 

Chairman McKe.ar. I helped institute it. I know more about 
this than you do. 





AMOUNT REQUESTED 


- 


Mr. McCoy. I am just asking for $60,000 to carry on this defense 
project for 1 year. 
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Chairman McKetuar. I understand what you are asking for. It 
is not authorized by any act. You know it is not authorized by the 
Constitution, You come before us in the proper way, but not until 
the last 5 days. 

Mr. McCoy. Are you under the impression that the Government 
controls the location of plants? 

Chairman McKe .uar. Of course it does. 

Mr. McCoy. No, sir. 

Chairman McKe tar. I have letters every day. A Senator gets 
letters from his constituents asking him aches this shall be done at 
this place, or that place. 

Mr. McCoy. If any company wants to get tax amortization or a 
loan, we ask them to comply with the rule. 

Chairman McKetiar. You tell them. 

Mr. McCoy. We ask them to locate the plant in an area where they 
will have relative security. 

Chairman McKetiar. Does any member of the committee want 
to ask questions about these four things? 

Senator ELtenper. I think we asked concerning three of them 
yesterday. 

DUPLICATION 


Chairman McKe.iar. You are duplicating work done by other 
departments. You will come before the Congress if you want some- 
thing else, but not at the last minute. You did that last year when 
you got a provision in the bill, that ought never to have been in the 
bill, which gave you the right to take funds from one place and put 
them in another. You could take from national defense and put 
them into civilian defense. 

Mr. McCoy. We are asking you for specific authority to carry out 
this particular project. 

Chairman McKe tar. Are there any further questions? 

We are much obliged to you. 


LIMITATION ON TRANSFER OF FUNDS 


Mr. Cawrey. Mr. Chairman, at the conclusion of our presentation 
here in connection with the defense funds, I would like to call the 
chairman’s attention to another transfer provision which is contained 
on page 41, line 18. It isin the bill passed by the House. It provides 
for transfers of not to exceed 10 percent. 

Chairman McKegtuer. Let me read the bill first with you. At the 
conclusion of that section it says: 

Provided, That transfers not to exceed 10 percent between the appropriation 
salaries and expenses, Defense Production Administration, and salaries and 
expenses Defense Production Activities, Department of Commerce, may be made 
by agreement between the Secretary of Commerce and the Administrator of the 
Defense Production Administration for the approval of the Bureau of the Budget 

You ought to have approval of the Congress of the United States. 
That is our business. You come before us next year and we will be 
glad to go into it with you and see whether it should be done, or not. 

This provision ought to be stricken out, too. 

It was not done with my consent. 
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Mr. Caw ey. I called it to your attention because I feel your 
attitude with respect to these is consistent with our case. We want 
the money for the activities which we have presented here. 

Mr. Chairman, there remains just one item for the Department of 
Commerce, and that is contained in Senate Document No. 156. I 
will offer this document for the record and the chairman may look 
it over. 

Chairman McKe.uar. It will be received. 

(The document referred to follows:) 


[S. Doe. No. 156, 82d Cong., 2d sess.] 


COMMUNICATION FROM THE PRESIDENT OF THE UNITED StTaTES TRANSMITTING 
A PROPOSED SUPPLEMENTAL APPROPRIATION FOR THE DEPARTMENT OF Com- 
MERCE, FiscaL YEAR 1953, AMOUNTING TO $1,235,887 


THe Wuitre House, 
Washington, June 28, 1952. 
The PRESIDENT OF THE SENATE, 

Sir: I have the honor to transmit herewith for the consideration of the Congress 
a proposed supplemental appropriation for the fiscal year 1953, in the amount of 
$1,235,887, for the Department of Commerce. 

The details of this proposed appropriation, the necessity therefor, and the 
reasons for its submission at this time are set forth in the attached letter from the 
Director of the Bureau of the Budget, with whose comments and observations 
thereon I coneur. 

Respectfully yours, 
Harry 8S. Truman. 


Executive Orrice OF THE PRESIDENT, 
BuREAU OF THE BupDGET, 
Washington 25, D. C., June 27, 1962. 
The PRESIDENT, 
The White House. 


Str: I have the honor te submit herewith for your consideration a pro 
supplemental appropriation for the fiscal year 1953, in the amount of $1,235,887, 
for the Department of Commerce, as follows: 


“DEPARTMENT OF CoMMERCE—CIvIL AERONAUTICS ADMINISTRATION—CLAIMS, 
FepEerRAL Arrport Act 


“Fer an additional amount for ‘Claims, Federal Airport Act,’ $1,235,887, “° 
remain available until June 30, 1953, as follows: Municipal Airport, Tulsa, Okla, 
homa, $111,106; Orange County Airport, Orange County, California, $53,604 
Bakersfield-Kern County Airport Number 1, Kern County (Bakersfield), Cali- 
fornia, $45,719; Municipal Airport, Bainbridge, Georgia, $54,196; Municipal 
Airport, Cleveland, Ohio, $347,605; Municipal Airport, Beverly, Massachusetts, 
$40,258; Municipal Airport, Orlando, Florida, $246,618; Municipal Airport, Fort 
Wayne, Indiana, $198,896; Munictpal Airport, New Bedford. Massachusetts, 
$30,580; Lambert-St. Louis Municipal Airport, St. Louis, Missouri, $25,409; 
Municipal Airport, Grand Island, Nebraska, $71,617; Cape May County Airport, 
Cape May County, New Jersey, $10,279.” 

Section 17 of the Federal Airport Act authorizes the Administrator of Civil 
Aeronautics to determine the actual or estimated cost of the necessary rehabili- 
tation or repair of damage to public airports caused by Federal agencies. The 
certifications of the Administrator to the Congress as to the amounts found due 
are deemed contractual obligations of the United States. All certifications under 
this program must, by law, be made by June 30, 1952, and all funds appropriated 
for the program are available for expenditure only until June 30, 1953. 

The Administrator of Civil Aeronautics has now adjusted a final group of claims, 
totaling $1,235,887, for damages at 12 publie airports, and has submitted to the 
Congress certifications for the amounts found due. This estimate is submitted 
in order to settle the claims listed above, which are in addition to those provided 
for in the proposed supplemental appropriation transmitted to the Congress in 
your letter of May 1, 1952 (H. Doc. 452). 
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I recommend that the foregoing proposed supplemental appropriation be 
transmitted to the Congress. 
Respectfully yours, 
F, J. Lawton, 
Director of the Bureau of the Budget. 


Civit AERONAUTICS ADMINISTRATION 


CLAIMS, FEDERAL ATRPORT ACT 


STATEMENTS OF F. B. LEE, DEPUTY ADMINISTRATOR OF CIVIL 
AERONAUTICS; MERLE W. HEMPHILL, DEPUTY DIRECTOR, 
OFFICE OF AIRPORTS; ARVIN 0. BASNIGHT, ACTING BUDGET 
OFFICER, AND F. R. CAWLEY, BUDGET OFFICER, DEPARTMENT 
OF COMMERCE 


REHABILITATION OF AIRPORTS 


Chairman McKe.uar. $1,275,000 is for the Secretary’s office? 

Mr. Cawtey. No, that is for claims. 

Senator Mayspank. What kind? 

Mr. Les. These are claims for the rehabilitation of airports sub- 
mitted under section 17 of the Federal Airport Act. 

Senator MayBank. This isa law, then? 

Senator HaypEn. My recollection is we passed a general act for the 
reimbursement of these cities and towns, but it requires review and 
examination in the field. 

From time to time you agree on what should be done and these are 
the claims that are submitted under this law; is that right? 

Mr. Ler. Yes, sir. 

Chairman McKe.iar. They are settled in your department? 

Mr. Ler. Yes. We certify these claims under the terms of the 
Federal Airport Act for submission to the Bureau of the Budget and 
the Congress. There are two estimates which are being submitted at 
the present time, one for six claims in the amount of $585,536. 

Senator Maypank. These claims are what the Government did to 
the airports? 

Mr. Ler. Yes, sir. 

Senator Mayrank. You have Savannah, Ga.; Travis Field, and 
Hutchinson, Kans., and the municipal airport. The Government 
took those over? 

Mr. Ler. Yes, sir. This was damage by United States aircraft, 
either Air Force, or Navy. The second submission is for 12 claims in 
the amount of $1,235,887. 

Senator Maynank. Do you check to make certain that is the 
damage done by the Government in these places? 

Mr. Ler. Yes. We send our engineers to each site and make a 
thorough study of the site, the extent of the damage done, and the 
appraisal of the amount required to rehabilitate the airport. We 
expend United States funds only for actual repairs. 

Senator Maypank. You do not build anything new. You just 
fix up what the Army, the Navy, or the Marines damage? 

Mr. Ler. Yes, sir. 

Senator Kitcorr. No part of this is loss of business or revenue; 
just for actual repairs for physical damage? 





358 SUPPLEMENTAL APPROPRIATION BILL, 1953 


Mr. Lxez. That is correct. These are the last claims to be certified 
under the present act. 

Senator Haypen. It winds it up completely? 

Mr. Lez. Yes, sir. . The law requires the claims to be certified by 
June 30, 1952. 

Chairman McKeiuar. Why did not these claims go before the 
or in the regular way? We have a committee that has charge 
ol this. 

Mr. Ler. Mr. Chairman, this is the procedure specified under the 
Federal Airport Act. The Administrator is to certify these claims 
forward. 

Chairman McKeruuar. The time expires for that act when? 

Mr. Lez. The claims must be certified by June 30, 1952. These 
were all certified by that date. 

Chairman McKetuar. We are much obliged to you. 

Next we have Mr. McDonald of the Reconstruction Finance 
Corporation. 


RECONSTRUCTION FINANCE CORPORATION 
ADMINISTRATIVE EXPENSES 


STATEMENTS OF HARRY A. McDONALD, ADMINISTRATOR; DON 
BURROWS, CONTROLLER; D. S. WILSON, CHIEF, REPORTS 
DIVISION; AND H. T. MASON, BUDGET OFFICER 


APPEAL FROM HOUSE ACTION 


Mr. McDonaup. We appreciate what you are up against here 
Mr. Chairman. Time is of the essence. 

Chairman McKe iar. Not only that, but it is so late for you 
people to come here. 

Mr. McDona np. I have a prepared statement and the justification 
that I will ask to be placed in the record. 

Chairman McKe tar. Very well. 

(The material referred to follows:) 


STaTEMENT OF Harry A. McDONALD, ADMINISTRATOR, RECONSTRUCTION FInaNce 
CORPORATION 


GENTLEMEN: I appear before you today to present the facts concerning the 
functions and workload of the Reconstruction Finance Corporation and its 
minimum administrative expense requirements if it is to perform its functions 
in an orderly and efficient manner. 

In fiseal year 1951 administrative expenses amounted to $19,239,000. In fiscal 
ear 1952 they will be $17,500,000, after absorhing $1,185,000 of salary increases. 
hus, in one year we made a reduction of $2,900,000. In fiscal year 1953 we 

had originally estimated $18,500,000, but in anticipation of a reduced volume of 
loans we voluntarily reduced this amount to $16,850,000 which is an additional 
reduction of $650,000 from 1952. Thus, the facts are that we have consistently 
reduced expenses to conform with our workload. 

The House of Representatives has approved a reduction from the revised 
budget of $2,350,000, providing a total limitation of $14,500,000 for fiscal year 
1953. This reduction will restrict the agency to a point where it cannot efficiently 
perform its functions. 

I will demonstrate briefly why this is so. 

Three million three hundred and ten thousand dollars is required for the admin- 
istration of the synthetic rubber production program, the abacd predneticn pro- 
gram and the tin program. There has been no indication by the House of Repre- 
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sentatives that the administrative expenses of these programs should be curtailed. 
In the interest of brevity I will state that to reduce the number of people engaged 
in administering a $300,000,000 rubber program, in expanding abac4é production 
from 25,000 to 50,000 acres and in the buying and selling of tin, buying of tin ore 
and administering smelting of such ore would be unthinkable. Two hundred 
thousand dollars is a fixed audit charge. Therefore, all of the reduction must 
come from the lending program, leaving only $11,000,000 for lending purposes. 

In cooperation with the credit restraint program and by tightening up the loan 
standards of the Agency, our volume of loan applications during the past year is 
lower than in previous years. However, in the last month there was a 50-percent 
increase in applications over our low point in December. The expanding defense 
spending and economic conditions generally support the view that there will be 
increased demand for Government financial assistance to small business in the 
months ahead. 

In both the committee report and in the remarks made on the floor of the 
House it was suggested that our estimates should be reduced because of decreased 
new loan volume. 

It may not be commonly understood that 80 percent of total lending expense 
is in connection with administering outstanding loans and only 20 percent is in 
connection with loan application activities. 

Thus, if we were to eliminate all of our new loan activity there could be an 
annual reduction from the estimate as submitted of $2,600,000 except that since 
it would take at least until September 30 to effect the reductions-in-force, our 
effective annual saving would be only three-fourths of this amount or approxi- 
mately $2,000,000, or $350,000 less than the reduction made by the House on the 
basis of reduced loan volume. —If we were to assume that our new loan volume 
would be only half of that estimated in the budget, and I could not support such 
a forecast, the saving would be only $1,000,000 or $1,350,000 less than the reduc- 
tion made by the House. 

If these reductions were allowed to stand it would be necessary for us to reduce 
personnel engaged in servicing outstanding loans. I cannot believe that eliminat- 
ing the watchdogs of a $900,000,000 Government investment (exclusive of $176 
million in outstanding loans and commitments under section 302 of the Defense 
Production Act) is a prudent business practice and I am perfectly sure that the 
House had no such intention. 

In this connection I should like to point out that in July 1950 the Corporation 
had 3,700 people. This has been reduced to 2,600 in the President’s budget. 
This is approximately a one-third reduction in personnel during the same period 
of time the number of loans and commitments outstanding decreased from ap- 
proximately 15,000 to approximately 14,000, or a reduction of only 8 percent. 

The simple fact is that the Corporation is now doing more business with less 
people than at any time in its history. 

No recognition is given in the House reduction to the 3,000 disaster loans made 
this fiscal year. Owing to the recent floods, this activity remains at a high level. 
Nine hundred and eighty-six inquiries were processed in the month of May; 278 
eppunecons were filed; 198 were approved. Since this disaster activity is largely 
absorbed through temporary rearrangement of duties, the reduction by the House 
below minimum regular requirements would destroy our ability to meet emergency 
disaster conditions. 

If the House reduction were sustained it would be necessary for us to close a 
substantial number of our field offices. To do so will largely destroy the useful- 
ness of the Agency. 

It has been pointed out to you in previous years that our field offices provide 
a major service to small business by advising them concerning their financial 
affairs even in those cases where we do not accept applications. We are now 
engaged in servicing applications received for loans to small business under sec- 
tion 714 of the Defense Production Act. We are also receiving applications 
for Government loans under section 302 of the Defense Production Act. If it 
is necessary to close offices, a substantial hardship would be worked on the small- 
business men of this country who would find it necessary to travel hundreds, 
if not thousands, of miles in order to seek Government assistance which the Con- 
gress has provided. 

The House eliminated language which would establish a revolving fund for 
financing the production activities of RFC. This language follows the intent 
of the Abacd js of 1950. This fund would constitute a distinct improvement 
in finaneial management and I endorse it for your careful consideration. 
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I believe an examination by your committee will show that every dollar in the 
President’s estimate is supported by factual workload data and that we have 
reduced our costs to a minimum consistent with effective performance with our 
functions. The reduction made by the House would not foster economy, but 
would endanger proper custody of the Government’s investment. 

Let me emphasize in closing that the RFC has responsibility for over $1 billion 
of loans and commitments in force and is administering production programs 
in synthetic rubber, tin, and abacd essential to the defense effort. In doing 
this it is returning a substantial profit to the Treasury. 

For these reasons and in consideration of the fact that we have voluntarily 
reduced our estimate to conform to the reduced new loan volume, I earnestly 
request that your committee restore the full amount of the House reduction 
from the President’s estimate. 


RECONSTRUCTION FINANCE CORPORATION 
ADMINISTRATIVE EXPENSES 
(Estimate 1953, $16,850,000; 1952 act, $17,750,000) 
(House hearings, pt. 1, p. 31) 
(Bill, p. 6, line 17) 
AMENDMENT REQUESTED 


Page 6, line 19, strike out ‘$14,500,000’ and insert in lieu thereof “$16,850,000”, 
the amount of the estimates included in the President’s budget for fiscal year 
1953, as amended by House Document No. 461, Eighty-second Congress, second 
Ression. 

Page 7, line 16, strike out the period and insert in lieu thereof “‘: Provided, That 
on July 1, 1952, not to exceed $66,900,000 of the sums then available to the 
Corporation from national defense, war and reconversion activities, plus the book 
value of assets of the synthetic rubber, tin, and abacd fiber programs conducted 
pursuant to law (50 U. 8. C. 98 note, 541-546, 50 U. 8. C. app. 1921-38), and less 
the related liabilities of such programs, shall constitute the capital of a production 
revolving fund, which is hereby established and which shal! be available, without 
fiscal year limitation, for the purposes of carrying out said programs: Provided 
urther, That the Corporation shall pay into miscellaneous receipts of the Treasury 
(1) any earned surplus of said production revolving fund, within ninety days after 
the close of each fiscal year, and (2) interest, annually, on the amount of the 
average capital of said production revolving fund (except such portion thereof as 
may represent the net book value of idle and stand-by plants, and other facilities 
determined by the Corporation to be excess to the needs of said programs), the 
rate of such interest to be determined by the Secretary of the Treasury, after 
taking into consideration the current average rate on outstanding interest-bearing 
marketable public debt obligations of the United States on June 30 of each preced- 
ing fiscal vear: Provided further, That whenever any capital in said production 
revolving fund is determined by the Corporation to be excess to its needs, such 
capital shall be paid into a non-interest-bearing fund account with the Treasury, 
and shall remain available therein for return to the production revolving fund 
upon request of the Corporation.”, the proposal contained in the President’s 
budget for the financing of the synthetic rubber, tin, and abacdé programs. 


HOUSE REPORT 


“The committee considered the regular annual operating budget of the Corpora- 
tion at this time. Hearing of the estimates had been delayed so as to permit the 
new Administrator to become familiar with his organization. 

“During the interim since presentation of the President’s budget, the require- 
ments of the Corporation were reevaluated with a reduction of $1,650,000, as 
set forth in House Document No. 461. Thus the net total estimate considered 
by the committee was $16,850,000. 

“It should be pointed out that the budget of the Corporation is a limitation on 
the amounts of corporate funds that can be used for administrative expenses, and 
is not a charge against the general revenues of the Treasury. 

“The committee recommends that the limitation be established at $15,500,000, 
a reduction of $1,350,000 in the estimates. This decrease is predicated largely 
on the continuing decline in the lending activities of the Corporation.” 
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JUSTIFICATION 


The request for an authorization of $16,850,000 for administrative expenses in 
fiscal year 1953 represents a reduction of $900,000 in the amount authorized for 
fiscal year 1952 and a reduction of $650,000 under estimated expenditures for 1952. 

The budget as submitted provides for an increase of $115,000 in the synthetic 
rubber program and a decrease of $765,000 in other programs, mainly in the 
lending activities. 

The estimated increase in cost of administering the synthetic rubber program 
results from recent developments affecting the usage of synthetic rubber. Admin- 
istrative staffing requirements of this program are determined largely in relation 
to the scope of operations. In fiscal year 1950, when 322,000 tons were produced, 
280 employees were assigned to this program. After the outbreak of hostilities 
in Korea, a production goal of 960,000 tons was established, to be reached in fiscal 
year 1952 and maintained thereafter. Staffing requirements for this level of 
production were set at 484 employees. Current demand for synthetic rubber now 
indicates that production of 765,000 tons will be adequate for fiscal year 1953, 
and staffing requirements have been adjusted downward to 405 employees. 
Although this represents a decrease of 79 employees under the originally planned 
staff, it is an increase of 20 man-years over average employment in 1952, and 
$115,000 is salaries and other expenses. The increase is attributable to the under- 
staffing which existed in 1952 because of the difficulty in recruiting qualified per- 
sonnel at the rate required for a rapidly expanding program. The additional em- 
ployees are required to secure more effective plant-by-plant administration of 
operations for purposes of decreasing production costs to the absolute minimum; 
to standardize production and thereby more effectively meet market demands, 
particularly for numerous special-types of rubber; and to provide proper super- 
vision and maintenance for those rubber plants which will be placed in an inactive 
status as a result of the recent, reduction in production levels. 

The cost of administering the lending operetions is estimated at $13,205,000 
in 1953, or $525,000 less than the cost estimated for 1952. Of the total personnel 
presently required in lending operations, approximately 80 percent are assigned 
to the servicing of outstanding loans and the remaining 20 percent are assigned 
to the processing of new loan applications. The number of loans outstanding 
will not change sufficiently during this 2-year period to permit staff adjustments, 
since the portfolio is comprised chiefly of loans authorized during the 1947-50 
period. It is estimated that approximately 600 new loans will be authorized 
during 1952, but it is improbable that this level of activity will continue much 
longer. It is quite possible that the postwar average of 3,000 new loans per year 
will be reached or exceeded in the fiscal year 1953, since past experience demon- 
strates the probability of rapid and wide fluctuations in the loan volume in 
response to relatively minor changes in economic conditions. For budget pur- 
poses, however, a much more conservative forecast has been made. The minimum 
probable activity is considered to be approximately 1,500 new loans, and it is 
on this basis that the budget estimates are predicated. 

The Corporation’s budget also provides for the establishment of a revolving 
fund for the financing of the synthetic rubber, tin, and abacd fiber programs. 
These programs are financed at present by proceeds from liquidation of RFC’s 
World War II activities, which include these programs. The proposed language 
recognizes that these production activities are not liquidating programs, but 
rather very necessary adjuncts to the country’s preparedness effort. 

The revolving fund established by this language would consist of the net assets 
of the three programs plus $66.9 million in cash to be derived from liquidation 
proceeds held by the Corporation at July 1, 1952. Providing this amount from 
these proceeds precludes appropriation of new money and therefore has no 
impact on Federal budgetary expenditures. It also provides that interest on the 
Government’s investment in the rubber, tin, and fiber programs would be paid 
annually to the Treasury, as well as all net income resulting from operation of the 
programs. 

EFFECT OF THE HOUSE REDUCTION 


The House action in reducing the Corporation’s budget estimates by $2,350,000 
indicated that this cut was made because of the declining loan volume of the 
Corporation. It should be noted, however, that of the $13,205,000 included in 
the budget request for lending activities, only 20 percent, or $2,600,000, is attrib- 
utable to new loan activity; therefore, the reduction of $2,350,000 made in the 
House, in effect eliminates all funds for the handling of loan applications and the 
authorization of new loans. 
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In terms of employment, the House reduction would require a decrease of 
approximately 500 employees under our current budget, most of which would 
have to be reduced in the loan agencies. A reduction of this magnitude in the 
loan agencies would necessitate shutting down a substantial number of our 
field offices, thereby reducing the effectiveness of the Corporation’s activities at 
the local level. 

It is earnestly recommended, therefore, that restoration be made of the 
$2,350,000 reduction proposed by the House. 

A comparison of personnel and administrative expenses between 1952 and 1953 
and the effects of the House reduction are shown on the accompanying schedules. 

The House action eliminating the proposal of a revolving fund to finance the 
synthetic rubber, tin, and abacd fiber programs will preclude the Corporation 
from effecting the sounder budgetary control by the Congress which was contem- 
plated by this proposal. 


ADMINISTRATIVE EXPENSES 


Standard classification schedule 











ao 
| | tnerease (4+) | 





oe ee | - Amount * ey | Decrease (“), 
stimate, | Estimate, recom- —), 198 compare 
Standard classification | "982° | «1953 mended | estimate |withestimate, 
by House compared 1953 
| with 1952 
| 
mereenel corwieds.. 2. | soos hie \e14, 790, 000 ler, 300, 000 $12, 268, 000 —$490.000 | —$2, 032, 000 
NG 6, Ze t  KE whe 425, 000 | 400. 00 344 000 —25, 000 —56, 000 
Transportation of things............... 40, 000 40. 000 BO TN Biscuit ch ne —6, 000 
Communication services ._...........-- j 290. 000 280. 000 240. 000 —10. 000 —40, 000 
Rents and utility services. ............ 1, 125.000 | 1,065, 000 929, 000 —60, 000 —136. 000 
Printing and reprodvction..._._....... 75, 000 70. 000 60, 000 —5, 000 —10, 000 
Fees for other professional services____. 75, 000 75, 000 O46, 606.1: diva tdi 11, 000 
General Accounting Office audit ex- } 

INN Sa eek ois en EAA E YS 190 000 200. 000 200, 000 +10, 000 |.............. 
Services performed by other agencies. - - 30. 000 25.000 21. 000 —5. 000 —4. 000 
Other contractwal services. ........... 170. 000 150, 000 129. 000 — 20, 000 —21, 000 
Supplies and materials. _............-. 125, 000 120, 000 103. 000 —5, 000 —17, 000 
OGIO. ooo ey tosh ak 150. 000 5, 

Taxes and assessments._..............- 10, 000 
WI PONIIOG nds Lis tein tse ik. ew cigs 5, 000 
Total administrative expenses | 
under limitation .._........_.. | 17, 500. 000 , 500, . 
Add expenses not under limitation- . ._- 475, 000 
Total administrative expenses....| 17,975, 000 
lll ——E—Eeeeee 





aS SSS... _ a) 
Average number of employees... 2, 650 2, 595 2, 180 —55 —415 





Administrative expenses, by programs 












Estimate, | Estimate, cn (—), 1953 {bill mt) 
tstima’ stima recom- —), com 
Program 1952 | 1953 | mended | estimate |withestimate, 
by House 1953 
net SERIVEIND. oc ete cecn cas $13, 730, 000 |$13, 205, 000 |$10, 855, 000 
Production: 
Synthetic rubber.._............... 2, 500.000 | 2,609,000 | 2,600,000;  -+100,000 |_............- 
pa NA ee Si ecep MOE 2b ES Ra . 535, 000 510, 000 510, 000  hatetnnan ess 
MN Wikickd Han Gactenas Shcnath otie tn a 180, 000 200, 000 200,000; #$+20,000 |-........-.-.- 
Liquidation of World War II assets 
and liabilities (including Smaller 
War Plants Corporation) -........_.. 770, 000 590, 000 590, 000 LGEW Esodedsakovesss 
Total program expense. ........ 17, 715, 000 | 17,105,000 | 14, 755, 000 


Net adjustment for expenses not under 
limitation and expenses distributed 
to capital accounts_................-. —215,000 | —255, 000 


Total administrative expenses 
under limitation............... 17, 500, 000 | 16, 850,000 | 14, 500, 000 
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AVERAGE EMPLOYMENT 


By programs 


Decmaee(—) 
ill com- 
Estimate aT ee pared with 


estimate 
by House 1958 


Lending activities ; 1, 587 
Production: 
Synthetic rubber 405 
MEUUL iss Jey beeen akwcaevanbbeiebie 5 | : 73 


Liquidation of World War IT assets 
and liabilities (including Smaller 
War Plants Corporation)..-......... 


Total all activities_____- 
Employees engaged in reimbursable 
activities... 


Total average employment. .- 2, 650 2, 505 2, 180 


Program HicH Licuts 


{In millions of dollars] 


Increase (+) or 
| Estimate 1952 Estimate 1953 | decrease (—) 


| 
Number | Armount | Number Amount Number | Amount 


LENDING 
Business loans: | 
New commitments. ...............-.- . +1, 000 | 
Disbursements.................- j +409 
Outstanding, end of year: 
Commitments. ..............- j ’ —671 
Loans ‘ 


: —83 
Disaster lo&ns: 
New commitments... .......- eal E —1, 350 
Disbursements ’ | +62 | 
Outstanding, end of year: 
Commitments 
2 rege ae Mildisddeusntidd ‘i 
Net profit for year 


PRODUCTION 


Synthetic rubber: 
Purchases and processing costs........}._- 
INDE Sonn tine Kercitnaials Benrane ules Bad wiki 
Tin: 
Purchases and processing costs... ___. 
RD th misctinndstinniteaboe assis 
baca: 
Production WS aceccctccudddua wesw Rietve seas 


ADMINISTRATIVE EXPENSE LIMITATION 


Mr. McDonatp. You appreciate that we are not asking for an 
appropriation. ‘This is a limitation of expenditures and we return a 
profit to the Treasury each year. Here is the dilemma in which we 
find outselves. 

When the President’s original budget came over for 1953, it provided 
for $18,500,000: for administrative costs. Our new loan workload 


did not come up to expectations and we reexamined and reappraised 
the estimate. 
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We ourselves voluntarily cut from $18,500,000 to $16,850,000. 

Senator Maysanxk. What was it last year? 

Mr. McDona.p. $19,239,000. 

Senator Maysank. You reduced from $19,239,000 to $16 million? 

Mr. McDonatp. That is misleading. 

Chairman McKettar. Do you receive any additional sums from 
any other departments by transfers? 

Mr. McDownaxp., I think not. 


PRIOR YEAR APPROPRIATIONS 


To answer your question, Senator Maybank, in 1951, our adminis- 
trative expenses were $19,239,000 actual. In 1952 the figure was 
$17,500,000 actual after absorbing $1,185,000 of salary increases 
provided by the statute. 

Chairman McKetiar. What do you mean by actual? 

Mr. McDonatp. Your projects are estimated, but these are actual 
after the fiscal year has ended. 


HOUSE ACTION 


After we reduced from $18,500,000 to $16,850,000, ‘the House 
committee reduced us to $15,500,000, On the floor of the House 
they reduced us to $14,500,000, or, a reduction from the original 
$18,500,000 to $14,500,000, or $4,000,000. 

Senator Maypanx. Where do you get your money? 

Mr. McDonatp. From our own funds. We get it from earnings. 
We return our excess earnings to the Treasury. 

Senator MaysBank. Is it not a fact when the House was considering 
this they were going to abolish you? 

Mr. McDonatp. It was at about that time. 

Senator MayBank. They had a bill up here to abolish the RFC. 

Mr. McDona.p. That was up in the House. 

Senator MayBank. No, the Senate. 

Mr. McDonatp. The Senate had it up and I think it was at about 
that time that we were before the House. 

Senator MaysaNnK. When the Senate was voting to abolish you at 
that time you had to appear before the House? 

Mr. McDonatp. That is right. 

Senator Mayspank. The House was not sure you were going to be 
abolished. 

MISCELLANEOUS RECEIPTS 


Chairman McKetiar. How much money did you pay into the 
Treasury in this past year? 

Mr. McDona.p. I will call on Mr. Burrows. 

Mr. Burrows. $16 million in the lending program. Then we re- 
turned to the Treasury out of the production and liquidation program 
$75 million. 

Mr. McDona.p. I would like to show you what we are talking 
about here. 

Senator MayBANK. You are paying your own way. 

Mr. McDona.p. Certainly. _~ 

Senator Mayrank. You are putting more money back into the 
Treasury than what the Government is appropriating for you? 


i “mee 4 pe oe 
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Mr. McDona.p. Very definitely so. 

Senator Maynanx. The RFC bill is still on the calendar. It is 
reported back out. I do not think the RFC ought to be abolished. 

Mr. McDonanxp. I appreciate that. 

Chairman McKe tar. I do not think so either. 


PROGRAMS 


Mr. McDona.p. The RFC conducts a synthetic rubber program, 
a tin program, and the abacé program. With synthetic rubber the 
sales are from $300 million to $350 million. 

Tin sales are $200 million. ‘The abacé is in its infancy. 

Senator Maysank. You have plenty of rubber and tires have gone 
down and now people can buy tires cheaper. 


SYNTHETIC RUBBER PROGRAM 


Mr. McDona.p. The rubber program has been very successful. 
You would not expect to cut its administrative costs 20 percent when 
it is contributing to the economy as it is. 

Chairman McKeuiar. Synthetic rubber takes up 20 percent? 

Mr. McDona.p. I will give you the figure. ‘The synthetic rubber 
program, together with the abacé and tin, takes up about $3% million 
of our budget. 

Chairman McKe iar. I wanted to know how much synthetic 
rubber is used in our country. 

Mr. McDonavp. It is about two-thirds synthetic to one-third 
natural rubber. In tons it is over 700,000 tons. 


DEFENSE PRODUCTION LOANS 


I want to give you one more important point that you must not 
overlook. This Government is talking about a program which 
involves $1,120,000,000 of loans made outstanding or in the process 
of disbursement as of May 31 of this year. We have in actual in the 
regular program of the RFC $940-some-odd million. We have 
slightly less than $200 million in the Defense Production Act, section 
302 loans. ‘That is $1,120,000,000. 

We have some $200 million in process which will be currently made. 

In total for next year about $1,300,000,000. 

Senator Maysank. The only loans you make are loans that the 
banks do not make? 

Mr. McDonavp. That is right. 

Senator Mayrnank. You do not interfere with private business? 

Mr. McDonatp. We do not. We only make loans where credit is 
not otherwise available. 

Senator Maysank. And in most instances recommended by the 
banks? 

Mr. McDonatp. That is right. In a great many instances banks 
participate to a small extent. 


PERSONNEL 


We have 2,600 employees. In 1950 we had 3,700. This shows 
you the reductions which have been made. 
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These people are necessary to service these loans and maintain the 
field agencies and keep them open in the various cities, 31 of them. 
To comply with this projected cut, we would have to lay off or dis- 
charge 415 people minimum, and we would have to close offices in 
this country at will. We could not render service. 


HOUSE CUT 


The House reduced us $2,350,000. 

Senator MayBank. If you get this cut you are going to shut these 
offices up in the smaller towns. You will have the RFC in Washing- 
ton, New York, and Philadelphia, and no offices in the smaller 
places. Am I wrong? 

Mr. McDona.p. You are right. 

Senator MayBank. Then they will have to come to Washington. 

Mr. McDonaup. That is right, and they will cease to serve the 
function for which they were intended. 


SERVICING OF LOANS 


Senator Kincore. Will not that entail additional travel on the 
part of the people in Washington in checking up on these loans? 
One of the reasons for the regional offices was to cut down travel 
expenses by your people in checking to see whether a loan is a sound 
loan or whether it should be made or whether or not the bank will 
make a loan for a reasonable figure. Is that correct? 

Mr. McDona.p. That is correct, and also servicing the loan. 

If you would take the expense of the RFC loaning program as such, 
80 percent of the total amount is spent in looking after loans that 
en been made, and only 20 percent is spent on applications for new 
oans. 

Senator Maysank. In other words, the 80 percent of money is 
looking after the loans made. You have to collect them. How much 
is that? How much is that that you are looking after? 

Mr. McDona.p. $1,120,000,000 as of May 31. 

Senator Kincore. That is contemplated new loans under study? 

Mr. McDona.tp. No, that is actual. 

Chairman McKe.uar. Loans already made and requiring service. 

Mr. McDona.p. I want to give you one more short fact. We have, 
a large number of employees servicing disaster loans. You Senators 
know very well what the disaster program has meant to the small 
communities and the wiped-out communities. I do not have to go 
into detail. 

Senator Maysank. Your big loans in the Missouri Valley were 
because of these disasters which occurred last year. This committee 
authorized certain money at the time to look into it. 

Mr. McDona.p. That is very true. 


DISASTER. LOANS 


Chairman McKe.iar. Are you receiving returns on the disaster 
loans? 

Mr. McDona.p. Yes. The disaster loan program has been a very 
beneficial thing. The percentage of loss in the disaster loans is 
remarkably low. It is around 5.6, under 6 percent. 

In our regular business loans it is about 1.2 percent. 
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TOTAL INCOME 


I would like to put into the record that the RFC has returned over 
$350,000,000 to the Treasury from their activities, to say nothing of 
the other activities and not counting maybe $30,000,000 in the rubber 
program this year. 

Senator MayBank. But you made $50,000,000? 

Mr. Burrows. It is $30 million this year. 

Mr. McDona.p. $30 million this year and the contemplated for 
1953 may be $50 million. 

Senator MayBank. How much has the price of rubber gone down? 

Mr. McDona.p. Natural rubber I think after Pearl Harbor went 
as high as 78 cents. I think the current quotation on natural rubber, 
due in part to the availability of synthetic rubber, is somewhere in the 
neighborhood of 31 cents. It was down as low as 27. 

Senator KriGore. I do not know whether you remember quotations 
after World War I, or not. Natural rubber went to $1 a pound in 
Malaya. Do you remember that? 

Mr. McDona.p. Yes, sir. 

Senator Kiteore. It lasted for over 2 years before the price started 
dropping. 

Mr. McDownavp. In this case the synthetie rubber handled that. 


DEFENSE EFFORT 


I want to call your attention to what we are doing under the Defense 
Production Act. We are examining, appraising, we are acting as 
the servicing agent, as the processing agent, and loaning Defense 


production funds after certification by Defense Production agencies 
of the essentiality of the products to be derived from such loans. 

I might say conservatively that the RFC is doing a great job for 
the defense effort in that respect. 

Chairman McKetiar. Do you have transfer of funds from the 
Defense Department? 

Mr. McDona.p. No, sir. 

Chairman McKetuar. I want to congratulate you and thank you 
very much, gentlemen. 

We will take the next witnesses from the District of Columbia. 


DISTRICT OF COLUMBIA 


REORGANIZATION EXPENSES AND Caprrat OvutLay, SEWERS 


STATEMENTS OF BRIG. GEN. BERNARD L. ROBINSON, ENGINEER 
COMMISSIONER; YOUNG J. WRIGHT, SUPERINTENDENT OF 
SEWERS; WILLIAM H. CARY, JR., DIRECTOR, PUBLIC HEALTH 
ENGINEERING; AND HARRY T. THOMPSON, ASSOCIATE SUPER- 
INTENDENT, NATIONAL CAPITAL PARKS 


General Roninson. I am Brig. Gen. Bernard L. Robinson, Engineer 
Commissioner for the District of Columbia. I am representing the 
Board of Commissioners with respect to two items of supplemental 
appropriations. The Board is not asking for one cent of Federal 
funds. It is only asking for permission to spend money raised by 
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local taxes for purposes which are demanded and desired by the 
citizens of the District of Columbia. 

The first item is one of $100,000 in the supplemental appropriation 
bill for reorganization. Last night at midnight the President’s Re- 
organization Plan No. 5 became law. 

In order to carry out the purposes of that act, and in order to carry 
out the mandate of the Congress in approving that reorganization it 
is obvious we need money to set up the services included in that act. 

I | ve here a prepared statement that I would like to enter in the 
record. 

Chairman McKetiar. Without objection that will be done. 

(The statement referred to follows:) 


STaTEMENT OF Bric. Gen. Bernarp L. Rosrvson, Untrep States Army, 
ENGINEER COMMISSIONER, District oF COLUMBIA 


On May 1, 1952, the President submitted to the Congress his Reorganization 
Plan No. 5 for 1952, which provides for the reorganization of the government of 
the District of Columbia, under the provisions of the Reorganization Act of 1949, 
This plan became effective at midnight, June 30, 1952. It is vital to us, for it 
makes possible the first effective reorganization in our city’s government in 74 years. 

The plan, in general, gives broad authority to the Commissioners to reorganize 
the government of the District of Columbia. It abolishes some 95 offices and 
agencies in that government, transfers their functions to the Commissioners, and 
authorizes the Commissioners to organize new offices as necessary and to delegate 
authority. Under this authority the Commissioners plan to consolidate these 95 
agencies into an executive office, 15 departments, and 2 separate offices. Thereby 
it is expected to give better service to the public, to improve and streamline the 
administrative organization of the Distriet of Columbia, and to develop substantial 
economies. 

It is believed such economies can be effected in a number of fields. Some of 
the potentials are through: 

1. Consolidation and centralization of the approximately 30 separate accounts 
and funds maintained by as many different agencies. 

2. More effective budgetary and expenditure controls now necessarily inade- 
quate because of the large number of separate agencies existing today. Many of 
these are completely independent of the Commissioners as far as any control or 
supervision of their expenditures is concerned, although their accounts generally 
are audited by the District. 

3. Reductions in overstaffed departments. 

4. Centralized purchasing, supply and property control, 

5. Consolidation of housekeeping functions. 

6. Consolidation of equipment functions with particular reference to repair and 
maintenance operations. 

At the present time we have no facilities or means either to investigate or effect 
these improvements. We must build on a solid foundation and must first provide 
for an organization that can provide these means. We need $100,000 to build 
that foundation. If we can have this $100,000, to use as necessary in connection 
with our reorganization, I am convinced the net result will be a savings of many, 
many times that amount in future years. But these savings require work. The 
$100,000 buys the tools. And, although the tools cost money they are a necessary 
prerequisite of the job. 

Frankly, we would prefer to use our existing funds, already appropriated, for 
this work, if we could. It would be simpler for us if we could utilize surpluses 
developed by our savings during the year. But we cannot. We do not have the 
authority to transfer between appropriations, except as we transfer functions. 
We cannot use any of our funds except for the purpose appropriated. Hence we 
must ask you for funds for this reorganization. 

Our reorganization plan is necessary to develop more effective management and 
better service in our city’s government. We believe the results will be impressive. 
The President and the Congress have agreed that adequate authority should be 
given to the Commissioners to permit them to reorganize effectively. One 
hundred thousand dollars is little enough to pay for such reorganization. It 
represents but seven one-hundredths of 1 percent of our budget. These are our 
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own funds, raised by local taxes, and already available. All that is needed is the 
authority of Congress to spend this amount. 

The economies we expect cannot be developed under the present organization, 
because no board can effectively control and supervise as many separate agencies 
as the Commissioners now do. Such economies cannot be developed unless we 
can reorganize properly, consolidating these 95 agencies as we propose. But 
above all, such economies cannct be developed unless we can set up a strong 
department to centralize administrative, fiscal, housekeeping and management 
activities. Most, if not all of the $100,000 we are requesting, will be needed for a 
Department of General Administration to accomplish this purpose. The es- 
tablishment of this is the key to our plan. 

This proposed department combines a number of agencies presently perform- 
ing staff functions, and will also include two new offices: a Personnel Office, which 
will provide the District of Columbia, for the first time, with a centralized per- 
sonnel service that will be able to establish uniform policies, and procedures, and 
provide uniform administration in personnel matters for the 18,000 employees in 
the Government of the District of Columbia; and a Management Office, which 
will study all phases of administration and operation, with a view to improving 
organization, procedures, and management. 

An estimate has been drafted covering the need for this $100,000. This 
estimate actually totals almost $200,000, However, we have asked for less for 
a number of reasons. The major part of this amount is for four new directors and 
their staffs for their offices. Obviously the Commissioners must rely on these 
directors to organize their offices and determine their requirements. Thus the 
estimates are only tentative, and subject to change, in order to give these new 
officials some leeway with available funds. It is also recognized that there may 
be considerable delay in filling certain of these key positions so that funds are 
required on a part-year basis only. 

rhere are five essential parts of our plan of reorganization which are dependent 
entirely on the appropriatien of this $100,000. 

1. A Department of General Administration, combining some 16 existing 
agencies under a director. 

2. A Management Office, which is essentially a new function. 

3. A Personnel Office, to develop our present, relatively ineffective personnel 
system into an effective one. 

4. A Department of Industrial Relations, combining some 26 existing agencies 
concerned with commerce, labor, and licensing, under a director. 

5. A Citizens’ Advisory Council. Although the members of this are not paid, 
the council will require office space, and clerical and administrative assistance. 

Gentlemen, the Board of Commissioners consider that the recent report of the 
House Appropriations Committee on our reorganization expenses failed to recog- 
nize either the great importance or the extreme complexity of this reorganization. 
Contrary to that report, these funds are not needed for analysis of savings from 
reorganization; the funds will be used to effect the reorganization itself which in 
turn will develop savings. Also, much of our reorganization will be accomplished 
within appropriations already available, but some things cannot be accomplished 
with these. 

In coneiusion, gentlemen, a prime purpose of reorganization is better manage- 
ment, which means economies. We are confident that we will develop these 
economies. The primary purpose for which these funds will be spent is in con- 
nection with the new positions needed to set up the new services, which in turn are 
necessary to develop the economies we expect from this plan. We cannot re- 
organize properly, and we cannot develop these economies unless we have these 
funds. 

The reorganization plan that the Board of Commissioners intend to place in 
operation has been presented in detail to the Senate Committee on Government 
Operations which unanimously recommended its approval. The plan became 
law at midnight last night. We ask your permission to carry out the mandate of 
that law. 
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01 Personal Services: 
(a) Department of General Administration: 


Timer Gar es POE eo a 28 $13, 000 
1 gecretary, G6-6_.. lel 3, 795 
$16, 795 
(b) Management Division: 
St diewctee; GeeokGo se on ed Gali las 12, 000 
1 assistant director, GS—-14___.._._...----- 9, 600 
© eperbteing,; Cares Oe oe ce 3, 410 
2 clerk-stenographers, GS-4___.._.......-- ; 
31, 360 
(c) Personnel Division: 
Ei wiivepten) 46-4620 i uloui Ose Piece. 10, 800 
1 assistant director, GS-13___.........-- 8, 360 
1 chief of Classification Division, GS-12_..._ 7,040 
2 position classifiers, GS-11_........-.----. 11, 880 
1 chief, examination and placement, GS-12. 7, 040 
1 examining officer, GS—9__._..._...-.-.--- 5, 060 
l recruiting officer, GS-9_._...__-2---- Le 5, 060 
b GlenOe CR 2 Urs Dai be yee 8, 410 
1 chief of processing and records, GS—9_-_-_- 5, 060 
2 clerk-typists, GS—4__. 2.22222. e 7, 350 
1 placement officer, GS-9_____....--.----- 5, 060 
1 personnel clerk, GS-6_____---...-..----- 3, 795 
1 investigator, GS-9__..-........-...---- 5, 060 
——_ &, 975 
(d) Department of Industrial Relations: 
I’ director, GS-16:) -~ . 3. aio decd Ss 12, 000 
2 assistant directors, GS—14____._...-..--. 19, 200 
1 secretary, GS—5- Ga 3. SeUUIG ae ae 
2 clerk-stenographers, Gs- ey --. 6,350 
—— 40, 960 
(e) Citizens Advisory Council: 
E panty SM aeS as. ass eek it UE 3, 795 
8, 795 
Total, personal services - 2... - 2. .....-55565lLLeL. 177, 885 
CD TOieEs cia best Poe aS Gs Shido setae pane 300 
04 *Seenemenications eervies)) 5 foo ss de soos ccc Cul adbess Sian de 200 
OG Printing Gnd veprotetion fs Glos eo eee a SSL laa 2, 500 
OF Oise? Sentrnctiral eerviess . oo iiss Sis SOL ees 5, 000 
08 Supplies and materials _-_- ---- seks SE UbUelUDPE See 3, 000 
OO Feaiees fo eet, an ew lao. cue aed le 6, 000 
ee Oo SC oes See a Dos oa Ces Coles 194, 885 


Chairman McKutiar. The House left $100,000 out? 


AUTHORITY REQUESTED 


General Rosrnson. Yes. We do not desire the money. If we 
have the authority to use the funds, surplus funds which will be 
developed over the year, lapses of funds and savings to be effected, if 
we have that authority, that is all we need. We have suggested 
wording to accomplish that purpose which reads as follows: 

For necessary expenses in connection with reorganization of the District of 
Columbia Government, $100,000, to be derived by transfer from such District of 


Columbia appropriations for the fiscal year 1953 as may be determined by the 
Commissioners of the District of Columbia. 


That does not require any additional appropriation, but only the 
use of funds already appropriated or to be appropriated. 

Chairman McKetuar. That is a very bad practice. I would 
oe give you the appropriation. I do not believe in this transfer of 
unds. 
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General Rosinson. We will be happy either way, but it is an 
absolute necessity to carry out this mandate. 

Chairman McKeuuar. What will become of the funds? Do you 
get the money back by taxation? 

General Ropinson. Yes, sir. 

Chairman McKe.tar. This will be funds derived from taxation? 


RELIEF SEWER 


General Roxsinson. Yes, sir; for the District of Columbia. 

The next item is an item of $1,200,000 for a relief sewer in Rock 
Creek. At the present time raw sewage is running from manholes. 
Breaks are occurring in the line due to a gradual overload. 

The conditions developing over the past few months, and more 
critically within the past weeks, have caused us to move the priority 
of this sewer from 1956 fiscal year up to urgent and immediate 
necessity. 

These funds also will be District funds. 

Chairman McKeutiar. That happened in Rock Creek Park? 

General Roptnson. There is a continuing condition. One million 
dollars, $1,200,000, will accomplish the first phase of our sewer pro- 

ram and will correct the conditions that now exist in a 4,000-foot 
fine up above Military Road. 

Chairman McKe.uar. What happened to our water here the other 
day? 

General Roxinson. That was a temporary break which has been 
repaired. It does not indicate any deterioration of our water supply. 
That is not so. We need no funds for that. 

Chairman McKeutar. We will take that up. 

General Rorinson. I have the justification here for the record. 

Chairman McKe tar. I would like to have that for the record. 

(The justification is as follows:) 


PUBLIC WORKS 


Capital outlay, Sewer Division: For an additional amount for “Capital outlay, 
Sewer Division,’ to remain available until June 30, 1954, $1,200,000, including 
such additional amount as may be necessary for the preparation of surveys, plans 
and specifications in connection with the construction of storm water and relief 
sewers, $1,200,000. 


Capitan Ovutriay, Sewer Division, Pustic Works, Disrricr or CoLUMBIA 


Amounts available for obligation 


Presently Revised : 
available estimate Difference 


| 
Appropriation or estimate $5, 296,000 | -+$1, 200, 000 
Applied to contract authorization — 270, 000 —270, 000 


Obligations incurred 3, 826, 000 5,026,000 | -+1,200,000 
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Obligations by activities 





Presently Revised 


Description available estimate Difference _ 
1. Storm-water sewers. ............-.-.-......- alah tiasainiinth $200, 000 $200, 000 |.............. 
S.* eetiat waare sa Bo sca Skee ascbide ii Sie 500, 000 1, 500,000 | = +-$1, 000, 000 
Tih, I I a ee ace ndinniann 100, 000  \ tf ere 
4. Advance of highway paving_.......-- See a eas aera ier area 500, 000 MEE Bela nindoicecance 
5. Assessment and permit work.-._-......-...-.----.--.-.---.- 500, 000 CEs scteseciacs.. 
Rr cea ed canbe belithin uate 10, 000 SOL Soasnatdenthinsa 
yO EF ee 2, 000, 000 EN genet. 
©. Gear wey OF MN alah so sh ce bd denn ibind seit an dd 16, 000 216, 000 +200, 000 
GDM GR aas THON in idk ih icdcnedccncncemscincace 3, 826, 000 5, 026, 000 +1, 200, 000 


Obligations by objects 


Presently | Revised esti- 





Object classification available mate Difference 
07 Other contractual services ‘ +-$200, 000 
ee EN ee EE LO Ee 3, 810, +1, 000, 000 
Cidipetlentnested i. <i ciinqe cenecincdnsinectcecenuaens ) +1, 200, 000 





Chairman McKetuar. We will recess until 4 o’clock this afternoon. 
TENNESSEE VALLEY AUTHORITY 


STATEMENT OF GORDON R. CLAPP, CHAIRMAN, BOARD OF 
DIRECTORS, TENNESSEE VALLEY AUTHORITY 


CONSTRUCTION OF NEW POWER FACILITIES 


(The hearing was resumed at 4 o’clock p. m.) 

Chairman McKxrtuiar. The committee will come to order. 

Mr. Clapp, you are the head of the Tennessee Valley Authority, 
are you not? 

Mr. Crapp. That is right, Mr. Chairman. 

Chairman McKetrar. I want to ask you about the item of 
$150,000,000 that was asked for in the House and a cut that was made 
of $65,000,000. The House gave you $85,000,000 and denied you 
$65,000,000. What was that for? Will you tell the committee. 

Mr. Cuapp. I shall be glad to, Mr. Chairman. 

We were asked by the Atomic Energy Committee as a part of their 
new expansion program, to supply all of the additional power they 
want at Oak Ridge and to supply 75 percent of the expansion in 
power needs at Paducah. ‘This made it necessary for us to request 
$150,000,000 with which to begin the construction of new power 
facilities immediately. That $150,000,000 would be the beginning of 
a program designed to serve Atomic Energy Commission facilities. 
The total cost of the new facilities for the power that we would take 
care of would be $305,000,000 when complete. 


PRIVATE-POWER COMPANY AGREEMENT 


Senator MaysBank. What about the private companies? I under- 
stood they made some agreement, too. 
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Mr. Crapp. As we understand it, 25 percent of the expansion in 
power requirements at Paducah is to be met by Electric Energy, Inc., 
which is a group of five private utilities that are now building a steam 
plant at Joppa, Ill. 

Senator Maypank. They did not suggest that they could supply 
any more at the time? 

Mr. Ciarp. What their proposal to the Atomic Energy Commis- 
sion, Senator, is as to quantity, I do not know. 

Senator SauronstaLu. You asked for $150,000,000 and they gave 
you $150,000,000 is that right? So you are not asking for any more 
now? 

Chairman McKe.uar. The House cut it by $65,000,000. 

Senator SautronstaLu. They cut it on the floor, but the com- 
mittee gave you what you wanted? 

Mr. Crapp. That is right. The committee reported out the $150,- 
000,000 which was our total request to begin this program. It was cut 
on the floor by amendment which reduced it to $85,000,000. 

Senator SALTONSTALL. What was the discussion concerning that 
amendment? 

Mr. Criapr. The discussion indicated that the amendment intended 
that we should not be called upon to supply the expansion at Paducah, 
that that should be supplied from other sources. The $65,000,000 
does not relate to any breakdown that we supplied. We just guessed 
that they calculated the $65,000,000 from a ratio of the Paducah 
requirements to the total_amount of power requested of us. 


TOTAL COST OF PLANTS 


Senator SatronsTaLL. As I read this report, these plants altogether 
will cost you $305,000,000. 

Mr. Cuiapp. That is correct. 

Senator SaLttonsTaLL. That will include how much for Paducah? 

Mr. Crapp. That will include for total cost at our steam plant near 
Paducah $85,000,000. 


AMOUNT ALLOTTED FOR PADUCAH 


Senator SauronsTtaLL. How much of the $150,000,000 is for 
Paducah. 

Mr. Ciapp. $49,000,000 for 1953. 

Senator SaLtonstaLu. So that $49,000,000 is in. Then if you 
estimated $85,000,000, there would be $36,000,000 to come in in 
another year; js that right? 

Mr. Cuapp. In 1954, 1955 and 1956. 

Senator SALTONSTALL. So, in cutting $65,000,000 they actually 
cut more than you had in here for Paducah? 


DETERMINATION OF CUT 


Mr. Ciapp. Yes, Senator, but of course part of the total cost of the 
whole program would be in transmission and also in accelerating some 
of the units that we had now building. We do not know, as I say, 
rave they got that $65,000,000 unless they took it as a ratio of the 
total. 
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Senator Sa,ronsTauu. This is what I am trying to understand. If 
you had $49,000,000 out of the $85,000,000 in there for Paducah, 
does that include transmission lines and everything connected with 
Paducah? 

Mr. Crapp. Senator, maybe I can explain it this way: Assuming 
that they took out the $65,000,000 in order to keep us from supplying 
any more load at Paducah, we would then have left the requirements 
for the expansion at Oak Ridge. It would be necessary for us, in 
supplying the requirements at Oak Ridge, to include all of the program 
we proposed, except the four units at Shawnee and one additional 
unit at the Kingston steam plant. Therefore, if you take off the 
amount in 1953 for the four units at Shawnee, one unit at Kingston, 
say $5,000,000 of the amount for acceleration of other units, to help 
meet the Paducah load and, say, $1,000,000 in transmission, it would 
make a reasonable calculation of $65,000,000. How they arrived at 
it, I do not know, Senator. 


PRIVATE POWER VERSUS TVA 


Chairman McKeuuiar. Maybe this will explain what the trouble is: 
I will read from Mr. Coudert’s argument in the House. 

Mr. Chairman, my amendment would reduce by $65,000,000 the appropriation 
herein carried for TVA to increase its power delivery for this new atomic energy 
program. Private companies, representing over a billion dollars in capital, 
have offered to produce the power and they have offered to produce it without 
expense to the United States. 

I stop Jong enough to ask you: Has any private power company 
offered to furnish the power without expense? 

Mr. Capp. I am sure the Government would have to pay for it. 

Chairman McKe tar. I am quite sure it would. I read again: 

It is a clear-cut issue as to whether the House is going to deliberately further 
extend at public expense the TVA empire, or take this offer of responsible, com- 
petent, private industrial power producers that will supply all the power needed 
for the Paducah plant in connection with this atomic-energy production. Mem- 
bers from States outside the Tennessee Valley area would do very well to vote 
for this in order to protect their own industries, to save the taxpayers this 
$65,000,000 plus a second $65,000,000 which would be the cost of the second half 
of the project. 

Chairman McKe.tar. Now it is really the old fight that has gone 
on here for 26 years between the private power companies and the 
Tennessee Valley Authority. : 

Senator ELLENpDER. Mr. Clapp, you said at Paducah the Tennessee 
Valley Authority will furnish 75 percent of the energy required? 

Mr. Ciapp. That is right, Senator—for the expanded program. 

Senator ELLENDER. The record shows, as I remember, that this 

rivate utility was to furnish half and TVA was to furnish half. 
iat became of that agreement? : 

Mr. Cuiapp. Senator, the first plant at Paducah being built now by 
the Atomic Energy Commission is to be supplied one-half by TVA 
and one-half by the private-company group that is building the steam 
plant across the Ohio River from where we are building the Shawnee 
steam plant. . Pas 

The program that is now before this committee, and which just 
recently came from the House, calls for an expansion of the atomic- 
energy program, and a part of that is to be at Paducah. 
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Senator ELLENDER. We had assurances from Mr. Dean some time 
ago that the private utilities would be given an opportunity to make 
arrangements to furnish half or whatever they could of this additional 
power. Do you know anything about that? 

Mr. Crapp. All I know about that, Senator, is what we were asked 
to do and what I read in the record of the House heari ings. 

Senator ELLenperR. Tell us how you were asked to do that now? 
Did you sign a contract or exactly how were you approached on it? 


REQUEST BY ATOMIC ENERGY COMMISSION 


Mr. Cuiapp. We were approached by the Atomig, Energy Commis- 
sion in connection with this expansion program. We were asked to 
give them quotations, proposals, covering all of the new Oak Ridge 
load and all of the new Paducah load, another proposition that would 
include supplying only 75 percent of the Paducah expansion load, 
another including only 50 percent of the Paducah expansion load, and 
“aoa! another proposal including only 25 percent of the new Paducah 
oad. 

We submitted these proposals based on supplying all of Oak Ridge 
and supplying 100 percent, 75 percent, 50 percent, or 25 percent of the 
expansion in power requirements at Paducah. We were then notified 
by the Atomic Energy Commission, after a lapse of time, that they 
wanted us to prepare ourselves to supply 75 percent of the expansion 
requirements at Paducah. 

senator ELLeNnpeER. In other words, they accepted your proposal? 

Mr. Crappr. They accepted one of them. “We made alternate 
proposals, as they requested, based on supplying all the way from 25 


pemeone to 100 percent of their new Paducah power requirements. 
hey selected the 75-percent supply proposition. The other 25 per- 
cent, as we understand it, they are to obtain from Electric Energy, 
Inc., a private utility group which is already building the plant to 
supply 50 percent of the original power requirements. 


RESTORATION REQUESTED 


We are now before this committee asking for the restoration of the 
$65,000,000 cut in the House, in order that we may meet the request 
of the Atomic Energy Commission. 

Senator ELLtenprR. This request that was made of you has evi- 
dently been accepted, then, by the Atomic Energy Commission? 

Mr. Crapp. on they have asked us to equip ourselves to get the 
money to build additional facilities to meet 75 percent of their 1.ew 
requirements at Paducah. 

Senator ELLENDER. Do you know what effort was made on the 
part of Mr. Dean to obtain this extra energy from private utilities? 

Mr. Criapp. I do not know what process they went through other 
than what I read in the House record, Senator. 

Sesator Maysank. I will say that Mr. Dean testified off the record 
on some of these things before the Indepeadent Offices subcommittee. 
I presume he or Mr. Boy er are out there now. If there is any ques- 
tion about what they told us, we could ask them to come in. 
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EFFORT EXERTED TO PROCURE PRIVATE POWER 


Senator ELLenpER. You were present when Mr. Dean assured us 
that every effort would be made to obtain this current from private 
utilities. 

Senator Maysanxk. That is why I asked Mr. Clapp the first ques. 
tion. That was my understanding from Mr. Dean, that they wanted 
the Tennessee Valley Authority to do this. I do not know whether the 
chairman will want Mr. Dean in here with Tennessee Valley Author- 
ity or not, but we can ask Mr. Dean when he comes in next. I think 
Mr. Dean tried his best. 

Senator ELLENDpR. You mean, to get private utilities? 

Senator Maypank. Yes. 

Chairman McKeriar. And he could not do it. 

Senator Mayspank. That is my understanding. 

Senator Bricker. They can get it but it would cost $2,000,000 
more a year. This is about 3 percent on the total cost. 


SUCCESS OF TVA 


Chairman McKetuar. I want to ask Mr. Clapp about another 
matter while he is here. 

Mr. Clapp, the Tennessee Valley Authority has been successful; 
has it not? 

Mr. Crarvr. We think it has been a great success. 

Chairman McKe.iar. About what is it paying now? What do 
you estimate it is paying now? 


RETURN ON INVESTMENT 


Mr. Cuapp. Our rate of return, that is, our net earnings, related to 
our power investment, is running between 4 and 5 percent. 

Chairman McKe.iar. Have you paid any money back into the 
Treasury on any account, and, if so, how much and when? 


TOTAL AMOUNT REPAID TO TREASURY 


Mr. Ciapp. Senator, we have paid up to date, including today, the 
beginning of the 1953 fiscal year, something in excess of $71,000,000 
from power proceeds. 

Senator ELLENDER. Over a period of how long? 

Mr. Cuarp. That is from the beginning. 

Chairman McKeuuar. There was very little at first, of course? 

Mr. Cuarpp. That is right. 


NEW CONSTRUCTION CONTEMPLATED 


Senator Extenper. Are you planning to further expand your 
steam plants with this money? 

Mr. Crapr. Yes. 

Senator ELLenper. I mean build new ones? 

Mr. Crapp. The $150,000,000 Senator Ellender, would add four 
units at the Shawnee plant, which is already under construction; it 
would add two units at the Kingston plant, which is already under 
construction; and it would start two new plants, one at Rogersville, 
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on the Holston River in east Tennessee and one at Gallatin on the 
Cumberland in middle Tennessee. 
Senator ELtenprer. How much would the new plants cost? 
Mr. Crapp. The cost to complete the two unit plants in each case? 
Senator ELLenpER. I am talking about the new ones? 


COST OF NEW UNITS 


Mr. Cuiapp. The total cost for the one in east Tennessee, with two 
units, would be $67,000,000 for 360,000 kilowatts; and the new one 
in middle Tennessee, with two units, would be $85,000,000 for 450,000 
kilowatts. 

Senator Maysank. How much of this appropriation would go to- 
ward that? 

Mr. Cuiapp. Of this $150,000,000, Senator, $52,000,000 would be for 
the two new plants. 

Chairman McKetuar. Those are necessary to firm up the power 
that is being generated on the Cumberland River, are they not? 

Mr. Cuapp. Senator, these plants will serve the new load of the 
Atomic Energy Commission, which is a constant load, while the 
firming up, as you know, comes in connection with those hydro dams 
that have the seasonal power. 

Senator ELtenperR. Mr. Clapp, in that connection, how much more 
power will you generate by steam than is necessary to firm your power 
that is produced from falling water? Remember, we had a discussion 
about that. 

Mr. Cuapp. That is right. I recall that very well. 

As I have tried to explain it—it is very difficult to be precise to the 


kilowatt about these things, but let me break it down for you roughly 
like this: 


TOTAL KILOWATT SYSTEM 


When we finish building all that we are building now, and what is 
proposed in this program, we will have a system of almost 10,000,000 
kilowatts. Now, of that 10,000,000 kilowatts about 4,000,000 will 
be hydro and the remainder will be steam. Now, of that steam, a 
little better than 3,000,000 will be serving what we call high-load 
factor, Government load. It is Atomic Energy 

Senator ELLENDER. You are not contending. Mr. Clapp, that this 
expansion is being done in order to firm your hydroelectric? 

Mr. Crapp. This program we are talking about here is not to firm 
the hydro; that is correct. But if I may just complete my comment 
on the firming-up problem, Senator. If you subtract the amount of 
our steam system that is being devoted to these big Government 
loads, and the amount for other comparable loads, and then take the 
remaining steam system and relate it to our hydro, we still have a 
relationship of steam to hydro that does represent a firming-up 
relationship. 

Senator ELLENpDER. That is 4,000,000 to 3,000,000. In other 
words, does it require as much steam plant to firm up the production 
from steam as is produced from hydroelectric? 

Mr. Crapp. In some seasons of the year a 50-50 arrangement, or 
even better, makes sense. 
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TOTAL CAPITAL INVESTMENT 


Senator SatronstaLu. Mr. Clapp, may I ask two questions? 

When you get this 10,000,000 kilowatts, what would be your capital 
investment in the Tennessee Valley Authority? 

Mr. Cuapp. I will have that figure in a moment. 

Senator SatronsTaLy. My next question is: What will be your 
gross income and your net income cs tiet as you can estimate it. 

Mr. Crarp. May I run those projections in the record? 

Senator SatronsTaLu. Yes. What I have in mind is to know what 
the Government’s capital investment is in this program, what its 
gross is, what its net is, and one other figure, if you will, what your 
depreciation charges are. 

Mr. Cuiapp. Yes, sir. 

(The information referred to follows:) 

TVA’s net investment in power facilities upon completion—in January 1956—- 
of all projects now proposed, including those in this supplemental program, will 
be about $1.5 billion. Gross power revenues at that time are estimated to be 
about $220 million per year and net revenues to be about $60 million. Annual 
depreciation charges against power operations, approximately $14 million in fiscal 
year 1952, will then be in the order of $35 million. 

Senator Satronstauu. What is the relation of these Shawnee steam 
units that you mentioned are in this $65,000,000 that was cut out— 
four of them? What is the relationship of those to Paducah? 


SHAWNEE STEAM PLANT 


Mr. Cuapr. The Shawnee steam plant is the steam plant we started 
and are still building to serve the original Atomic Energy installation 
at Paducah. i 

The steam plant and the AEC plant are located within a few miles 
of each other. 

Senator SALronsTALL. So, when we cut $49,000,000 for Paducah, 
we are cutting out all the new, that $49,000,000, and you are cutting 
out $16,000,000 that is connected, you say, with Shawnee? 

Mr. Cuiapp. The $49,000,000 covers the Shawnee units directly. 
The remainder to make up the $65,000,000 would be an additional 
unit at the Kingston plant, which is geographically quite a distance 
from the Shawnee plant—— 

Senator SALTONSTALL. But serving Paducah? 

Mr. Cuapr. It would be our way of adding capacity to the system 
to help meet the Paducah load. 

Senator SatronstTaLL. Where is its load going when it is not going 
to Paducah? 

Mr. Cuapp. We would not propose to build it if Paducah were not 
to be expanded. 

Senator SALTONSTALL. So it will be used completely for Paducah? 

Mr. Crapp. That is right. 

Now, I would like to make this clear, Senator; that we do not, in 
the operation of our system, actually say a particular unit in a particu- 
lar steam plant will be operated to serve only a particular load. 

We have to tie them together in an integrated system,-and that 
means we can serve a larger load with a smaller system. 

Senator SALTONSTALL. What would happen if we restored the 
$49,000,000 and left out $16,000,000. What would be the result? 
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Mr. Cuarp. We would be short that much in our ability to serve 
Atomic Energy requirements, for the projected expansion. 

Senator SALTONSTALL. Has it got to be built at this time so as to 
keep pace with Atomic Energy? 

Mr. Cuapp. That is right. It has to be started now in order to be 
on hand to meet the schedule of their power requirements which will 
come more rapidly than we can complete our facilities. 


SUCCESS OF TVA 


Chairman McKe.uar. Senator, may I interject this thought? 
This is one of the projects of the Government that is paying 4 and 5 
percent on the money we have invested. So far as I know, there has 
never been any scandal in the Tennessee Valley Authority. It is 
being conducted in a proper way making money, it has been successful, 
and | am just hoping that we can restore the $65,000,000 as requested 
by the chairman. 

Senator Savronstatt. Mr. Chairman, I am not complaining; I 
am just trying to find out. 

Senator McCueuian. Are all of the hydro dams contemplated in 
the over-all plan completed? 


DAMS BEING BUILT 


Mr. Crapp. Not yet, Senator. We are building two dams now, 
the Boone Dam and the Fort Patrick Henry Dam. 

Senator McCLetuan. Will they complete the projects as far as 
hydro dams are concerned in the area? 

Mr. Cuapp. No; there will still be sites for other dams. 

‘Senator McCLettan. How many more? 

Mr. Ciapp. That will depend on economic measures at the time 
that we get to the exploration and determination of those sites. 

In addition to that, the Army engineers are building dams on the 
Cumberland. That is a very sizable hydroelectric expansion and all 
of that power comes into the TVA system. 

Chairman McKeuuar. Under an arrangement that is made between 
TVA and the Engineers and the Government? 

Mr. Cuapr. That is right. 

Senator McCLeLLtan. When we get the hydro power developed, 
and those projects are cogstructed for the area there that you are 
serving, and you have that power firmed up, now is it the plan to go 
on beyond that and just build steam plants, so long as there is a de- 
mand for more power? 

Mr. Cuapp. Senator, what the future will require in that 
respect—-— 

PLANS OF TVA 


Senator McCueian. I am talking about your plan, not what the 
future will require. Is that the scheme? 

Mr. Crapr. Our plan is to meet the requirements of the Tennessee 
Valley on the basis of the commitments we have with the munici- 
palities and rural electric cooperatives for whom we are the sole sup- 
plier of power. — 
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In addition to that, these large Government Joads are building up 
and it is these large Government loads that in many instances have re- 
quired these sharp expansions of the TVA system, of which this is a 
good example. 

Senator McC Le.uan. I can appreciate that, but the point I am 
getting at is: You have this area down there, but we also have other 
areas in America where hydroelectric power potentials are available 
that are not being developed as rapidly as this valley is being devel- 
oped, and the other areas are being retarded because of that lack of 
development. I am not against the Tennessee Valley Authority; I 
have supported it all along. But, if we are going to concentrate in 
this valley, after we get the hydroelectric all developed, and then 
just go on and build steam plants, it strikes me there are some other 
areas in the country that should have some treatment, too. 


TVA AS FORERUNNER 


Chairman McKx.iuar. Senator, do you remember the fight that I 
have had here to establish the Tennessee Valley Authority, and | 
have. voted conscientiously for every dam anywhere in our country, 
and even for developing power at Niagara Falls. I feel as you do, 
that the Tennessee Valley Authority is the forerunner of all these 
other systems, like the one on the Columbia River, like the one on 
the Colorado River, and the others out West, and I am quite sure 
that the whole country will be developed. This happens to be the 
forerunner. 

Senater McCie.tian. You know I have supported it all the way 
through, but we are getting down to a point where there has to be 
some understanding of what the national policy is in this regard. 
We are just about to reach that point, and I want to inquire. 

Chairman McKetuar. If I may answer this question, I think it is a 
matter that Congress will have to decide. 

Senator McC etian. That is all right, Mr. Chairman, and this is 
the very point I am making. 

The Tennessee Valley Authority can go to the President and to 
the budget and get everything it wants and get it sent down in budget, 
but if I try to get something of mine, I have a very difficult time getting 
it. That is the point I am making. 

Senator ELLnenper. Mr. Chairman, if vou recall, [ cast‘every vote 
in the affirmative for the Tennessee Valley Authority and the only 
time that I raised some objection was in the building of the steam 
plants, when they were built to supply power beyond that necessary, 
in order to firm up the power. Now, here we have a situation that is 
developing, whereby You are producing, I may say, from falling water, 
4,000,000 kilowatts and vou are building 6,000,000 from steam. . Well, 
either vou are overbuilding vour hydroelectric, or there is something 
wrong somewhere. 


ACQUISITION OF STEAM PLANTS 


Chairman McKe rar. In Tennessee you took over a great many 
steam plants; did vou not? -- 

Mr. Ciapp. We took over about five steam plants when we pur- 
chased the private companies. 
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Chairman McKeuuar. Those in Nashville, those in Jackson, those 
in Chattanooga, and those in Knoxville. 

Mr. Ciapp. We took over the generating and transmission facilities, 
and the municipalities and rural cooperatives bought the distribution 
systems. 

Chairman McKe.iar. That was the agreement, and all those 
steam plants went in. 

Senator EttenperR. Do you concede that the process that is now 
being followed in building so much more of steam plants that produce 
more power than falling water was never intended as.such, you do, 
do you not? 

Mr. Capp. Senator, it is hard to give a direct answer to the ques- 
tion of what was intended. 

Senator ELLeNnDgER. I am talking about the firm power. Forget 

about all the necessity that we are put to now because of this emer- 
’ gency. 
; You will grant that there must have been something wrong in the 
engineers’ calculations to make it so that in order to firm your hydro- 
electric power it requires the production of more power from steam 
than is produced from falling water? 

Mr. Ciapp. No; I would not say it is a miscalculation of the 
engineers. What has happened, Senator, and I for one take some 
pride in it, what has happened is that we are able to get more out of 
the hydro system that we have built and are building by virtue of the 
fact that we can develop our loads in such a way that we can use the 
steam and hydro in better combination. 

Actually, if our loads were small, in relation to the size of our hydro 
system, we would waste a lot of water and we would have a lot of 
dump power on our hands that we would sell only when, as, and if, we 
could, and we would not get very much for it. This way, with our 
loads crowding our capacity all the time, and that growing the way it is; 
when we add steam—waiving these big atomic-energy loads that 
account for 3,000,000 of that 10,000,000 kilowatts I talked about, 
and the other large defense loads—then we can get a better combina- 
tion and get more out of the water we have in the Tennessee Valley 
than if we were not making a success of things. 

Senator ELLENDER. Suppose you had come with a plan originally 
before the Congress and showed where it would required the produc- 
tion of as many kilowatt-hours through steam as you produced from 
hydroelectric power in order to firm-up. How far do you think it 
would have gone to get the funds to do that? 

Mr. Crapp. I am sure it would not have gone very far, simply 
because the people would have said there was no prospect we would 
ever use all that power. 

Chairman McKeuiar. And there would be no prospect then of 
getting cheaper power? 

Mr. Cuiapp. That is right. 


BENEFITS DERIVED FROM TVA 


Chairman McKxrtuar. Now, let us show some of the benefits. 
We are getting much cheaper power in the valley than we ever got 
before. At the time the Muscle Shoals Dam was built and put into 
operation the price of power went down. Not only that, but at the 
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time this happened, when we put the first dam to work, put it on the 
line, there were 7 percent only of the farmers of Tennessee that used 
electricity for any purpose. They did not have it for light, heat, or 
anything else. Now 87 percent of the farmers of Tennessee have 
what we term cheap power or cheap electricity. It has done wonder- 
ful work and I do not want to handicap it. 

Senator ELLENDER. I am not arguing that at all, Senator, but the 
reason why you are able to get this cheaper power from TVA is that it 
is all Government built. You have a nati example here. 

I suppose Mr. Dean is going to be here in a few moments, and he is 
going to bring out what Senator Bricker just talked about on the 
electricity that you are able to furnish, that you will furnish in this 
project. It would cost the Atomic Energy Commission $2,000,000 
more per year. Why is that? It is because you are more or less 
tax-free. You are getting cheap Government money to build it with 
whereas private enterprise must go ahead and pay taxes and other 
costs not paid by you. If we were to use the same system in other 
parts of the country because of expansion of this power from falling 
water, it would not take very long for the whole system of electric 
distribution to be taken over by such facilities as the Tennessee 
Valley Authority, in my humble opinion. 

Mr. Crapp. Senator, with respect to the reason for the difference 
as between our price of power to the Atomic Energy Commission and 
the price quoted by the private utilities, I think if you will examine into 
it you will find it is not because of the cheap money and tax questions 
alone. Actually we do not use cheaper money, because in our rate to the 
Atomic Energy Commission we include a 4 percent return to the Fed- 
eral Government. That more than covers the cost of the money. 
It also provides some dividends to the Federal ‘Treasury. 

Senator ELLENpDER. But you will grant, because you are a Govern- 
ment agency you can produce much cheaper than private enterprise? 


TVA DISADVANTAGES 


Mr. Crapp. I think we can. We also have some disadvantages 
that they do not have. 

Senator ELLENDER. I would like to know what they are. 

Mr. Cuapp. One of the disadvantages is the fact I mentioned, that 
we are including in our rate a 4-percent return over and above the 
cost of money. They can go to an insurance company with a guar- 
anteed contract with the Government and borrow money’ for less 
than we calculate in our rates—— 

Senator Maysank. The Government guarantees that, though, if 
that is a fact. 

Mr. Crapp. The Government contract with the private company 
will be their surety for the loan and they get the money at a cheaper 
rate than we calculate in our rate of return. 

Senator SaLTonsTaLL. This expansion is required for defense 
purposes and atomic energy. If they were not expanding, you would 
not be expanding now? 

Mr. Cuiapp. That is correct, Senator, with respect to this proposed 
program. ry 

Senator SaLtronsTauu. Of all of that $305,000,000? 

Mr. Curapp. That is right, sir. 
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Senator Extenper. That is the reason why some of us, I suppose, 
will support it, because it is necessary in this emergency. I just 
wanted to make plain, and get Mr. Clapp to so state, that this ex- 
pansion is not for the purpose of firming up hydroelectric power. 

Mr. Cuiapp. That is correct, Senator. 

Chairman McKe tar. Are there any other questions, gentlemen? 

Mr. Cuapr. Mr. Chairman, there is one other problem that is a 
i! important one as a result of the House action. 

he 1953 appropriation bill that is now in conference between the 
Senate and the House contains a travel limitation which would apply 
to all funds available to the Tennessee Valley Authority. 

Now this program that is before this committee will expand our 
construction program considerably, and therefore will increase our 
travel requirements. If we do not get relief in this appropriation 
from the travel limitation, we would have the money in the appro- 
priation, but the limitation would not permit us to spend it for the 
purpose intended. We would not be able to meet our schedules as 
the Atomic Energy Commission requests. 


LANGUAGE REVISION REQUESTED 


Chairman McKe.uiar. Have you any language prepared that 
would do that? 

Mr. Crapp. We could suggest such language. 

Chairman McKe var. I wish you would. 

Mr. Cuapp. We shall be glad to do so. I hope I have made it 
clear that it is not asking for more money, but it is asking for a revi- 
sion, an increase in the limitation under which we could spend it. 

Chairman McKe.tar. All right, sir; you fix the language and we 
will give it the best consideration we can. 

Mr. Cuapp. I hope it is clear to the committee that this proposal 
is the result of the request of the Atomic Energy Commission that we 
supply these quantities of power to Oak Ridge and Paducah. 

(The information referred to follows:) 

The following addition to the language covering the TVA item in the supple- 
mental appropriation bill for 1953 would provide for the minimum amount of 
travel expenses essential to permit TVA to carry out the total construction program 
planned for 1953: 

“Provided, That the limitation on travel expenses in the Independent Offices 
Appropriation Act, 1953, of $1,546,650, is hereby increased to $2,155,000.” 

Senator Ettenprer. Mr. Clapp, you do not have any plans to 
further expand your steam program, do you? 

Mr. Cuapp. Beyond this? 

Senator ELLENDER. Yes. 

Mr. Ciapp. Senator, as each year’s load develops, we will come 
before the Congress asking for additional capital financing to meet our 
additional requirements, and will be prepard to justify them on the 
basis of the loads then in prospect. 

Senator ELLtenper. I guess you can sell all you can get if you sell it 
cheaper than the other fellow. 

Mr. Ciapp. But we sell it at a price, Senator that is paying the 
Government a good return on its money. 

Senator ELLenpER. I know. That is what they all say. 
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Senator SaLronsTaLu. Section 3679 of the Revised Statutes is ex- 
empted and the House says it will save $277,000,000 as a result. 
Those are the long-term contracts that are made with you for power; 
is that correct? 

Mr. Cuapp. Part of that is accounted for that way, Senator. 

Senator SaLtronsTauu. The other is for contracts made with private 
companies? 

Mr. Crapp. That is our understanding. 


TOTAL INVESTMENT IN TVA 


Senator Bripces. How much money is invested in the Tennessee 
Valley Authority now, in everything? 

Mr. Cuiapp. Something in excess of $1,000,000,000. 

Senator Bripces. What was your gross revenue last year? 

Mr. Crapp. We will be glad to supply that or I can get you the 
figure now. The gross revenue would, of course, be related to the 
power part of that total investment, which is considerably less than 
the $1,000,000,000 that I referred to. 

Senator Brinegs. I would like to know your gross and your net 
and also what you paid out in those tax equivalents, there, which 
you pay out. 

GROSS REVENUE 


Mr. Cuiapr. Our gross revenue from power in 1951 was approxi- 
mately $70,000,000. Our net was $25,800,000. That was related 
to an average power investment at that time of $495,000,000, provid- 
ing a rate of return of more than 5 percent. 


Senator McCLe.uan. What is the other $600,000,000 then? What 
is it charged to? 

Mr. Cuiapp. A substantial part of it is in flood-control facilities; 
another substantial part is in navigation facilities; a large item repre- 
sents construction in progress that had not yet gone on the books 
because the plant had not yet been completed; another portion of 
it is in chemical plants—facilities for making phosphorus and am- 
monium nitrate—and some if it is in general plant, available to 
the whole organization. 

Senator McCLetian. While you are breaking this down, then, 
break down the amounts charged to navigation and the amount 
charged to flood control on these dams. 

Mr. Crapp. We shall be glad to do that. 

(The information referred to follows:) 


The investment June 30, 1951, was as follows: 


Multipiomes @amese oo 6s oe 46s 25 sens - ses onan seus peas oo $667, 864, 016 

Alleeated to navication $154, 726, 230 

Allecated to flood ecntrol 178, 167, 177 

Allocated to power 334, 970, 609 ' 
Power faces... o% 0. ek JRO Lie 257, 239, 641 
Chemical plant 31, 778, 579 
General plant 17, 440, 910 
PRORISRIRIRTACT SOTO So. on cde oes ese un epee aaah am 125, 583, 846 
Investigations for future projects 398, 890 


I, 100, 305, 882 
Less reserves for depreciation 139, 808, 295 


Grand total 960, 497, 587 
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Senator McCLeLuan. Put that in and we will see how that is 
charged. 
TAX EQUIVALENTS 


Senator Bripczs. What did you pay in tax equivalents? 

Mr. Craprp. In 1951, our payment in lieu of taxes to the States and 
counties was $2,244, 000. This year in 1952 it will be in excess of 
$3,000,000. 

Mr. ‘Chairman, we thank you for this opportunity to appear before 
your committee. 


ATOMIC ENERGY COMMISSION 


STATEMENTS OF GORDON E. DEAN, CHAIRMAN, ATOMIC ENERGY 
COMMISSION; MARION W. BOYER, GENERAL MANAGER; W. J, 
WILLIAMS, DEPUTY GENERAL MANAGER, AND FRANCIS J, 
McCARTHY, Jr., ACTING CONTROLLER 


APPEAL OF HOUSE ACTION 


Chairman McKe iar. Mr. Dean, we are glad to see you again 
We will insert in the record your proposed amendments. 
(The material referred to is as follows:) 
JuNE 30, 1952. 
INDEPENDENT OFFICES 


Atomic ENERGY COMMISSION 


Estimate submitted to the House___..............----.-.-.-. $38, 191, 000, 000 
Act: 
Operating expenses. _.............-..... $35, 000, 000 
Plant and equipment__.................. 1, 450, 000, 000 
BR or conean nation Kabiese sc. «Ube eCaeees cei yh O00;000 
Reduction Hythe Moen: ..~ 26... «. an SUK UOE Ce a ww 1, 706, 000, 000 


(House hearings, pt. 3, p. 1; amendments setieiildias p. 12, lines 13, 14, 17, 18, and 
23; p. 13, line 5 and lines 8 through 12) 


AMENDMENTS 


(1) Page 12, line 13, after the word -ehicles’’ strike out “$35, 000,000, of 
which $30,000,000 shall be available onl for the weapons program’ ‘and insert in 
lieu thereof ‘'$172,398,000 ', the estimate, or an increase of $137,398,000 in the 
appropriation for operating expenses. 

2) Page 12, line 17, strike out $25,064,275" and insert in lieu thereof ‘$30,- 
755,526 ', the estimate, or an increase of $5 ,691,251 ir the limitation op amounts 
available for program direction and administration personnel. 

(3) Page 12, line 18, strike out ‘$2,709,350 ° and insert in lieu thereof ‘‘$3,- 
657,647’, the estimate, or an increase of $948, 297 in the limitation on amounts 
available for travel expenses. 

(4) Page 12, line 2%, strike out ‘$1,450,000,000” and insert in lieu thereof 
“$2,741,602,000”, a reduction of $277,00C,0C0 in the estimate, or an increase of 
$1,291,602,000 in the ee: 

(5) Page 13, line 5, after the word ‘“ensts’” strike out “of not to exceed 
$57,000,000” and insert in lieu thereof ‘provided in the contracts’’. 

(6) Page 13, line 8, after the word ‘eosts” strike out the following: 

“: Provided further, That no part of the foregoing appropriation shall be available 
for the construction of any building, utility, or other specific portion of a project, 
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unless funds are available for the completion of such building, utility, or other 
specific portion of such project” 
and after the period: (.) insert the following paragraph: 

“The provision under this head in the Independent Offices Appropriation Act, 
1953, prohibiting the start of construction projects for which an estimate was not 
included in the budget for the current fiscal year shall not apply to (a) any project 
estimated to cost less than $250,000, or (b) any technical or production facility if 
the immediate construction thereof is determined by the President to be vital to 
the national defense and security.” 


HOUSE REPORT 


“The committee had under consideration an estimate of $3,191,000,000 for 
salaries and expenses of the Atomic Energy Commission, consisting of $3,018,602,- 
000 for construction, including an expansion program, and $172,398,000°for oper- 
ating expenses in connection with the expansion program and to meet other in- 
creases in financial requirements. In acting on the regular 1953 estimate the Con- 
gress has provided for construction costs and operating costs in separate appro- 
priations. The funds for AEC in this bill are provided on the same basis, and the 
sr of the committee thereon is explained under the following appropriate 

eadings. 

“Operating erpenses.—The supplemental estimate for this purpose amounted 
to $172,398,000. The committee has allowed a total of $35,000,000 for this 
purpose, including $30,000,000 additional for the weapons program, $1,500,000 
additional for personnel costs, and $200,000 for expenses of travel. A very 
substantial part of the reduction in this program is made possible by the denial 
of requests for funds to restore items which were not allowed in connection with 
the regular 1953 estimates. 

“Plant and equipment.—For new plant construction and for the expansion 
of existing plants the committee considered a supplemental estimate of $3,018,- 
602,000, including $2,924,000,000 to initiate the construction of the major elements 
of the new program. The remaining requirements, amounting to $94,602,000, 
resulted from a rescheduling of production and research programs, additional 
facilities required by recent technical developments, and cost overruns on con- 
struction projects. The total cost of the facilities necessary to accomplish the 
expansion program is estimated at $3.9 billion, and the program will not be com- 
pleted for several years. Costs to be incurred during the fiscal year 1953 are 
estimated at $600,000,000. The committee has granted $1,450,000,000 for the 
expansion and construction program. 

“The committee has inserted in the bill a provision excepting the Commission 
from compliance with section 3679 of the Revised Statutes in connection with the 
costs of cancellation of long-term contracts for electric service and has effected 
a specific reduction of $277,000,000 as a result of this provision. 

“The committee has for the past 3 or 4 years urged the Atomic Energy Com- 
mission to use competitive bidding based upon plans and specifications. Although 
the Commission and their predecessors have been in the construction business for 
approximately 10 years, the Commission feels that it cannot work from plans and 
specifications. On this point, the committee disagrees. The committee calls 
attention to the fact that the Commission is now engaged on an expansion program 
which will sizably increase production facilities, and this program will not be com- 
pleted for approximately 2 years. With the experience the Commission is now 
getting, and with the experience it has obtained in the past, if it is not able to 
prepare plans and specifications for this big, new expansion program, .it will never 
be able to do so. The reason the committee is anxious for the Commission to 
work from plans and specifications is that it will save millions and millions of 
dollars (and everybody has agreed on that point), and the committee cannot see 
where this procedure loses any appreciable amount of time. 

“Tn this regard the committee would like to quote from the testimony of the 
Associated General Contractors of America, in which Mr. Marshall advised the 
committee as follows: 

““‘Mr. Tuomas. Can you give us an answer to the problem generally? Can 
you summarize it generally? I am referring to the problem as it faces the 
Commission. 

‘““*Mr. MarsHALL. First of all, centralized control of the entire project. Then 
the development of sufficient information in advance to know how many men 
are going to be needed, and when, so that they can be brought in in an orderly way. 

““<“Mr. Tuomas. How can they reach that point of specific information without 
plans and specifications? 
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‘**Mr. MarsHauu. They cannot. 

““*Mr. Tuomas. It cannot be done? 

‘**Mr, MarsHauu. No, sir; it cannot. 

‘“*Mr. Tuomas. And, without that it will be time consuming, a matter of lost 
motion and an expensive way as contrasted with normal production. 

‘“*Mr. MarsHatyu. You have the problem of recruiting labor. You have the 
housing problem, You have the problem of compensation for travel or, if this is 
located in an industrial community, you have the shock that comes to that com- 
munity because of the labor problem. 

“Mr. Toomas. Would it be possible to save time and money if they took a 
competent engineer-architect firm and gave them 3 or 4 or 6 or 7 months’ lead 
time, to do the over-all planning, and then start from there? 

*“*Mr. MarsHauu. I believe it would. 

““*Mr. Tuomas. Is that the answer to the problem? 

“Mr. Foreman. I think so. 

‘‘*Mr,. THomas. Gentlemen, I think that is the information we have been 
seeking. We thank you gentlemen for being so very helpful. It was very good of 
you to take time out from your busy day to come over and help us.’ 

“The committee wishes to reemphasize its conviction that very substantial 
sums of money will be saved with little or no loss of time if the Commission will 
proceed promptly to formulate a specific program based on engineering plans and 
specifications, and it invites the Commission, after it has followed this procedure, 
to return to consider the remainder of the financing of the program and its plans 
and specifications. If the Congress is in session in September, the committee 
would be willing to have the Commission appear then. If not, later on, in January, 
the committee would like AEC to spell out with far more detail their financial 
requirements, and the Commission will be expected to show great progress in 
preparing plans and specifications for their program by that time.” 


JUSTIFICATIONS 


Amendment (1). Increase of $137,398,000 in the appropriation for operating ex- 
penses (p. 12, line 13). 

The estimate of $172.4 million for operating expenses would provide $44.3 
million for fiseal year 1953 costs and prefinancing of certain fiscal year 1954 costs 
directly related to the expansion program. These items include the additional 
expenses to be incurred in connection with the new plants, security investigations 
and clearances for construction workers, administrative and other costs‘ which 
are not properly chargeable to the plant and equipment appropriation. The 
estimate also includes $128.1 million for other program requriements which have 
arisen since the submission of the 1953 budget to the Congress as follows: 


(a) Increase in the fissionable materials program including the cost of pro- In 
ducing new materials for the weapons program, increased production millions 
of other fissionable materials, and increased effort in the develop- 
ment of processes for increasing the output of fissionable materials 
SRE RINEE SO ho kh oboe cab Oe waekue wens che tedeces snes $10. 9 

(b) Increased production of additional atomic weapons to meet increased 
military requirements and to increase the effort in the development 


and testing of new types of atomic weapons--_-_-______._---------- 65. 2 
(c) To step up the effort in the development of mobile reactors for naval 

WON lik SURE a wd desk asin Sa debe K een bans eedbalenntd inongeld 7.2 
(d) Increases in administrative costs, security investigations and other 

programs to support the increases indicated above-_---------.---- 5.9 


(e) To provide obligational authority for increases in inventories and con- 
tracts for 1954 operations related to the increased fissionable ma- 
terials and weapons production programs-—.--......-..---------- 38. 9 





The appropriation of $35 million proposed by the House specifically provides 
$30 million for increased effort in the weapons program and $5 million for all 
other purposes. The decrease proposed by the House would result in a reduction 
in the production of atomic weapons and would not permit the Commission to 
meet the production objectives specified by the Department of Defense for the 
fiscal year 1953 or 1954, and would result in a delay of from 1 to 2 years in the 
completion of the first mobile reactors for the propulsion of naval vessels. In 
addition the Commission would not be in a position to properly support or admin- 
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ister the program for the construction of additional production facilities because 
of lack of funds to meet necessary operating expenses. 

The Commission, therefore, requests that the Senate consider the appropria- 
tion of the amount included in the estimate for operating expenses. 

The report of the House Appropriations Committee in explaining the reduction 
applied to this appropriation reads, in part, as follows: ‘‘A very substantial part 
of the reduction in this program is made possible by the denial of requests for 
funds to restore items which were not allowed in connection with the regular 
1953 estimates.” 

It would appear that this statement is the result of a misunderstanding of the 
content and nature of the Commission’s estimate. The estimate for operating 
expenses as stated in the justification and as emphasized in the course of the 
hearings did not include any amounts to replace or restore reductions made by 
the Congress in the regular 1953 appropriations. The estimates for additional 
appropriations were prepared prior to the time that the results of congressional 
action on the 1953 regular estimates were known and covered only new programs 
and requirements, the need for which had arisen since the submission of the budget 
to the Congress in January 1952. 

The Commission requests the elimination of the language which provides that 
$30,000,000 of the amount appropriated shall be available only for the weapons 
program in view of the fact that the estimate includes $65.2 million for such 
purposes. fince the principal current objective of the Commission’s program is 
the production of fissionable materials for weapons and the production of weapons, 
it is believed that the Commission should be in a position to place the maximum 
effort in these fields within the total funds available 


Amendment (2). Increase in limitation on amounts available for program direction 
and administration personnel, from $25,064,275 to $80,755,526 (page 12, line 17) 
The limitation of $25 million, proposed by the House, would provide for an 

average employment of 4,570 program direction and administration personnel 
during fiscal year 1953. This is 230 less than the current employment of approxi- 
mately 4,800. The Commission feels that it could not efficiently carry out its 
increased responsibilities in fiscal year 1953 and at the same time reduce the 
number of personnel engaged in planning programs and in the direction, supervi- 
sion and administration of such programs. The new program will require staff 
for the new site and additional] staff at Oak Ridge, Paducah, and Hanford to 
handle the increased workload related to the construction of additional facilities 
at those locations. This program will also have a considerable impact on other 
field offices and on the Washington office. 

The following table shows a comparison of employment and amounts available 
for program direction and administration personnel for the fiscal years 1951 and 
1952 with those requested by the Commission and allowed by the House for the 
fiscal year 1953. 


Average Amount 
employment | available 


Fiscal year 1951 3, 765 $18, 176, 005 
Fiscal year 1952 4, 436 24, 162, 407 


Fiscal year 1953: 
(a) Requested in estimates: 
PE NOR. ike Obi iGae aphid ides stubeodnnaanie 27, 722, 686 
ERONERE 2 octane tadbneiccccncrecschgienn abies 505 3, 032, 840 


30, 755, 526 


(b) Allowed by the House: 
Annual appropriation , 2 23, 5A4, 275 
Supplemental € 1, 500, 000 


25, 064, 275 
| 26,314, 230 


The proposed amendment would effect an increase in the limitation set forth 
in the Independent Offices Appropriation Act, 1953 to the amount-requested by 
the Commission in the 1953 budget and 1953 supplemental estimate. However, 
no funds are included in the estimate to offset the reduction in the base 1953 
estimate. 
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During the past three fiscal years, the atomic energy program has increased 
substantially, requiring additional personnel. However, the number of people 
added to the payroll during this 3-year period has been much less percentagewise 
than the increase in costs of the operating programs. While the operating pro- 
gram cost increased by more than 53 percent from the fiscal year 1951 to the fiscal 
year 1952, the increase in average employment for program direction and admin- 
istration personnel was less than 18 percent. Based on the estimates submitted 
to the Congress, the increase in cost of total operating programs for the Com- 
mission from fiscal year 1952 to fiscal year 1953 would be 44 percent, while the 
request for supporting personnel provides for an increase of only 25 percent. 

In addition to the fact that the operating program will almost double in the 
fiscal year 1953, additional personnel will be required to administer the initiation 
of the construction program for the expansion of production facilities. The 
Commission feels, therefore, that the amount requested represents the minimum 
required to effectively carry out its responsibilities during the fiscal vear 1953, 

The Commission, therefore, requests that the Senate consider the changing of 
this limitation to the amount included in the estimate. 


Amendment (3). Increase in the limitation on amounts available for travel expenses 
from $2,709,350 to $3,657,647 (p. 12, line 18) 

The limitation on travel expenses requested by the Commission represents an 
increase of approximately 20 percent over the amount available for the fiscal year 
1952. In view of the increase in fiscal year 1953 of 44 percent in the cost of 
operating programs, the establishment of offices at new locations, and the addi- 
tional travel required to supervise the new construction program, it is believed 
that the reduction proposed by the House Appropriations Committee would 
retard the Commission’s program. 

The atomie energy program is primarily a production operation with plants 
located in all parts of the United States, and involves highly technical processes 
undergoing development and improvement. The accomplishment of the program 
therefore requires frequent travel on the part of management and technical per- 
sonnel. In addition, the shipment of ever-increasing quantities of fissionable 
material and certain weapons components must be made under conditions which 
require travel of armed guards. The reduction proposed by the House would 
impede the carrying out of the program since a large portion of travel is required 
by scientific, technical, and security personnel. 

Of the $3,657,647 requested for travel in the fiscal year 1953, $1,380,000 is for 
travel required for guarding security shipments, for actual exploration for new 
sources of raw material, and for weapons tests. 

The Commission, therefore, requests that this limitation be changed to the 
total amount included in this supplemental estimate for fiscal year 1953. 


Amendment (4). Increase of $1,291,602,000 in the appropriation for plant and 
equipment (p. 12, line 23) 

The estimate of $3,018,602,000 submitted to the Congress provided the amount 
necessary to construct the major elements of the new program for the expansion 
of facilities for the production of fissionable materials and atomic weapons and 
for other requirements resulting from a rescheduling of such programs, additional 
facilities required by recent technical developments, and cost overruns on con- 
struction projects. The revised estimate of $2,741,602,000 is $277,000,000 
less than the amount of the estimate. This reduction represents the elimination 
of funds for contingent cancellation costs under contracts for electric power at 
Oak Ridge, Paducah, and the new site. This reduction is made possible by the 
language inserted by the House Appropriations Committee (prior to amendment 
on the floor of the House) providing authority to enter into such long-term 
utility contracts and to incur cancellation commitments. 

The reduction proposed by the House together with the restrictive language 
inserted in the appropriation prohibiting the start of any building, utility or other 
portion of a construction project unless sufficient funds are available to complete 
such building, utility or other specific portion of such project, would, in effect 
prevent the Commission from proceeding with the full program on the establishe 
urgent time schedule. The program presented to the Congress is an integral, 
over-all plan which must be started immediately in its entirety if the military 
goals upon which the program is based are to be met in time. On the basis of a 
very preliminary analysis, it appears that under the provisions of the bill the 
$1,450 million proposed by the House could be most effectively used for the 
following: 
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In millions 

(a) Expansion of plant at Oak Ridge, Tenn__.........-...--..---.- $464. 6 
(6) Expansion of plant at Paducah, Ky--_............------------. 459. 1 
(c) Expansion of facilities at Hanford, Wash____.-.......-..------- 411.5 
(d) Expansion of feed-plant capacity__....-.---...---------------- 11.5 
(e) Expansion of fabrication facilities__..............-.-.--- 2 2 LLe 3. 7 
(f) Additional community facilities for expansion program_-__-------- 5.0 
(g) Base program construction requirements-_-------...-.---------- 94. 6 
OR. i ik PERT UCU OOS Be a Tel $1, 450. 0 

The major items for which funds would not be available are as follows: 

In millions 

(a) Additional production facilities at a new site...._..---.-----.-- $1, 259. 5 
(b) Additional facilities at Savannah River, 8. C___..-_-_----_----- 171.0 


The elimination of funds for the two foregoing facilities would result in a delay 
in meeting military requirements for production of fissionable materials of almost 
a year because of the time required to resubmit estimates and secure appropria- 
tions for these projects. 

In the House report, it was stated: 

“Although the Commission and their predecessors have been in the construc- 
tion business for approximately 10 years, the Commission feels that it cannot 
work from plans and specifications. On this point, the committee disagrees.” 

It would appear that this.statement is based on a misunderstanding of the 
methods followed by the Commission in constructing these huge and highly 
complex production plants. The Commission does construct on the basis of very 
detailed plans and specifications and it would be impossible for any contractor to 
construct these plants without such plans and specifications. The primary 
emphasis in the construction of these production facilities has been placed on the 
urgent need for getting these plants into production so that the fissionable ma- 
terials can be available at the earliest possible date. Therefore, construction has 
proceeded as rapidly as plans and specifications are completed for each segment 
of an individual plant. if the prime consideration is the urgency for getting this 
fissionable material and the weapons which would be produced therefrom, it fs not 
possible to complete all plans and specifications for a production plant prior to the 
start of construction. To follow this latter course would result in a delay in 
in meeting the program objectives of from 20 to 24 months. 

Because of the urgency of the new program and the highly technical nature of 
construction and equipment to be installed in these plants, the Commission feels 
that the most desirable plan to follow is to proceed with construction under a 
contract with a competent prime contractor. As plans and specifications are 
developed, those phases of the work which can be awarded on the basis of com- 
petitive bids will be let on that basis. It is estimated that between 50 and 60 

reent of the work done under these prime contracts will be performed under 
ump-sum or unit-price contracts. 

In view of the importance to our national defense of meeting military require- 
ments for the production of atomic weapons, it is strongly urged that the Senate 
Appropriations Committee recommend the restoration of $1,291,602,000 requested 
by the Commission. 


Amendment (5). Elimination of limitation of $57,000,000 on amount available for 
ayment of termination costs under long-term contracts for electric power (p. 13, 
ine 5) 

This limitation of $57,000,000 was inserted on the floor of the House. It would 
in effect place a limitation on the maximum termination liability which the Com- 
mission could incur under new contracts or under amended existing contracts to 
provide for the power required for the additional plants at Oak Ridge, Paducah 
and the new site. Based on preliminary proposals the maximum liability would 
be approximately $346,800,000 of which $82,400,000 relates to the currently 
authorized program and $264,400,000 relates to the expansion program as follows: 
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{In millions] 
Liabitity | ‘iabittty | ‘hability 
ability ability ability 
Location and contractor asofJune| during after ae 
30, 1952 | fiscal year | fiscal year y 
1953 1953 
~~ ae , Tenn., Tennessee Valley Authority--...... $16.8 $28. 2 $20.0 $65.0 
ueah, Ky.: 
Tennessee Valley Authority..................----.. 14.4 15.6 20.0 50.0 
ED MN 1 EL ott el onetdiendnceukatarawed 35.9 13. 2 12.2 61.3 
Ny GR. £4 Gl iskn dba oda Gheddnewie decdbbbaciloakidas 0 170.5 0 170. 5 
NN a oak pk bvebictbinddaniannnetiibageaenndies 67.1 227.5 52.2 346.8 


The Commission has reduced its request for funds by $277,000,000 on the 
assumption that the language proposed by the House Appropriations Committee 
(prior to insertion of the limitation of $57,000,000) would provide authority to 
enter into necessary power contracts without the specific appropriation of funds to 
cover contingent liability in the event of termination. A comparison of the 
amounts shown in the above table with the limitation of $57,000,000 clearly 
indicates that it would not be possible to enter into contracts for a major part of 
the power required for the full program. 

The Commission therefore requests that the limitation be eliminated. 


Amendment (6). Elimination of language restricting the use of the appropriation 
for construction unless funds are available for the completion of such construction, 
and insertion of language providing for an exemption to certain restrictive provisions 
included in the Independent Offices Appropriation Act, 1953 (p. 13, line 8) 


The Commission feels that even though funds were appropriated in the amount 
requested there would still be some question under this provision as to its authority 
to proceed with construction at the new site. In view of recent experience in 
construction of the plant at Paducah, Ky., and the construction of additional 
facilities at Hanford, it is believed that the estimates submitted for the additions 
at Oak Ridge, Paducah, and Hanford are reasonably firm and that, barring 
further increases in price and wage levels, the plants could be completed within 
the amounts requested. Because the new site has not been selected and many 
conditions which affect construction costs are not known at this time, we are not 
in a position to estimate the cost of this project within the same degree of accuracy 
as we are for additions to existing plants. 

Assuming it is the intent of the Congas that the proposed expansion of pro- 
duction facilities should proceed at all sites included in the total program, in 
order that the goals set by the Joint Chiefs of Staff may be met, the elimination of 
this amendment would permit the Commission to move ahead on the total program 
within the amounts of funds provided by the House for this expansion program. 
This would require the Commission to modify its present method of financing 
contracts to cover the costs to be incurred during 1953, together with the esti- 
mated outstanding commitments by the end of fiscal year 1953. The estimate 
submitted contemplated the obligation of amounts under contracts sufficient to 
cover the total currently estimated cost of work under each contract. If, how- 
ever, the Commission is to proceed on the basis of partial funding of the program 
> aenes a clear expression of the legislative intent that such a course is to be 

ollowed. 

The Commission requests the elimination of the provision. 

The Commission also requests that language be inserted which would provide 
for certain exemptions to the provisions in the Independent Offices Appropriation 
Act, 1953 relating to the use of the appropriation for construction. The provisions 
contained in the Act are as follows: 

“Pi ovided further, That no part of this appropriation shall be used— 

(a) tostart any new construction project for which an estimate was not included 
in the budget for the current fiscal year; 

(b) to start any new construction gona the currently estimated cost of which 
exceeds by thirty-five per centum the estimated cost included therefor in such 
budget.” 

The language proposed for insertion, as set forth on page 2, provides for exemp- 
tions which would: 

(1) Permit the start of unbudgeted projects estimated to cost less than $250,000; 
and 
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(2) Authorize the use of available funds to start construction of technical and 
roduction facilities in cases where immediate construction is necessary and the 
resident determines that immediate construction thereof is vital to the national 

defense and security. 

Because of the numerous technological developments and improvements and 
the long interval between preparation of a budget and enactment of appropriations 
by the Congress, it is not possible to estimate in advance all of the improvements 
to existing plants which may be found desirable or to anticipate al! of the facilities 
which may be necessary to exploit new discoveries. It is believed that the 
proposed language is necessary in order to enable the Commission to proceed with 
important programs within the limitation of funds available in those cases where 
the urgency of the situation will not permit waiting until the submission of an 
estimate and enactment of appropriations by the Congress. 

The proposed language was submitted to the House Appropriations Committee 
with the approval of the Director of the Bureau of the Budget as indicated in our 
letter dated June 13, 1952, to the chairman, House Appropriations Committee 
(Appendix A). 

APPENDIX A 


Atomic EnErGy CoMMISssION, 
June 18, 1982. 
Hon. CLARENCE CANNON, 
Chairman, Committee on Appropriations, 
House of Representatives. 


Dear Mr. Cannon: The Independent Offices Appropriation Act, 1953, as 
assed by the House and Senate, contains the following provision under the 
eading for the Atomic Energy Commission: 

“Provided further, That no part of this appropriation shall be used— 

(a) to start any new construction project for which an estimate was not 
included in the budget for the current fiscal year; 

(b) to start any new construction project the currently estimated cost of 
which exceeds by thirty-five per centum the estimated cost included therefor 
in such budget.’ 

As you know, the proviso was inserted by the House Appropriations Committee 
in reporting out the 1953 act. It would prohibit the start of any construction 
project for which an estimate was not included in the budget for the current fiscal 
year; it would apply to all construction projects no matter how small the cost, 
and, unlike the previous construction rider under which the Commission operated 
during the last three fiscal years, contains no provision for exempting specific 
projects where immediate construction may be necessary in the interest of the 
national defense and security. 

The restrictive nature of this provision has caused us much concern and in 
presenting a request to the Senate for amendments to the Independent Offices 
Appropriation Act, 1953, as passed by the House, we requested certain changes. 
These changes included an exemption from the provision for projects estimated 
to cost not more than $250,000 and included reinstatement of the procedure under 
which technical and production facilities might be exempted from the application 
of the rider if the Commission certified to the Director, Bureau of the Budget, 
that immediate construction was necessary to the national defense and security 
and if the Director of the Bureau of the Budget agreed that such certification 
was justified. The requested changes were not made by the Senate Appropriations 
Committee and no reasons are given in the report of that committee for not 
including the Commission’s proposal. The act as passed by the Senate, therefore, 
3 June 3, 1952, makes no change in the construction rider as passed by the 

ouse. 

We have given further consideration to the effect which the revised corstruction 
rider would have on our program and have reached the conclusion that the possible 
effects of the revised rider are so serious as to warrant the submission of a further 
request to the Congress for changes in the now approved provision. The mini- 
mum changes which we consider necessary are the following: 

1. An exemption is necessary from the prohibition against the start of un- 
budgeted projects estimated to cost less than $250,000. In a program of the size 
and complexity of ours it is not possible to anticipate all minor construction 
projects which will be necessary. This is particularly true inasmuebas prepara- 
tion of our annual budget begins in our field offices more than a year in advance 
of the fiscal year to which the budget pertains and submission of the budget by 
the Commission to the Bureau of the Budget normally occurs some 8 or 9 
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months in advance of that fiscal year. The failure to exempt minor construction 
projects could result in a multiplicity of supplemental appropriation requests 
which would be unnecessary if the Commission were able to use currently avail- 
able funds for such projects. 

2. We also feel that provision should be made in the construction rider to permit 
the use of available funds to start construction of technical and production 
facilities in cases where immediate construction is necessary to the national 
defense and security. The necessity for such projects may arise while the Con- 
gress is not in session or under circumstances where time does not permit the ob- 
taining of an additional appropriation. We have in mind, for example, that 
immediate start of a construction project may be necessary to take advantage 
of a significant development in the weapons field. We also have in mind the 
possibility of emergencies involving the safety of human life or the protection or 
restoration of essential facilities. Examples of such emergencies from our past 
experience are the flood at Hanford in 1948, which necessitated immediate con- 
struction of barriers along the Columbia River, and the fire which occurred 2 
years ago in the K-25 switchyard at Oak Ridge, which caused an interruption to 
the power supply of the gaseous diffusion plants. Minor construction projects were 
also necessary on an emergency basis in the case of the explosion which damaged 
the other building in the Mallinckrodt Chemical Works ore refinery and an 
earlier explosion in 1949 which damaged the Redox test plant at Hanford. 

In view of the above, we request that the following language be added to the 
supplemental appropriation request for the Atomic Energy Commission now before 
your committee for consideration: 


ATOMIC ENERGY COMMISSION 


The provision under this head in the Independent Offices Appropriation Act, 
1953, prohibiting the start of constructi>n projects for which an estimate was not 
included in the budget for the current fiscal year shall not apply to (a) any project 
estimated to cost less than $250,000, or (b) any technical or production facility if 
the immediate construction thereof is determined by the President to be vital to 
the naticnal defense and security. 

You will note that the above language requires a determination by the President, 
with respect to projects costing more than $250,000, that immediate construction 
is vital to the national defense and security. While we are reluctant to impose any 
additional burdens on the President, we feel that the Congress may well desire 
assurance that the decision to start any such construction project has been maae 
at the Presidential level. 

We have discussed the proposed language with the Director of the Bureau of 
the Budget, and he has approved the language and its transmittal to you for con- 
sideration. 

Sincerely yours, 
Unitep States Atomic EnerGcy CoMMISSION, 
Gorvon Dean, Chairman. 


Chairman McKe.uar. Will you please proceed? 

Mr. Dean. Mr. Chairman, the Atomic Energy Commission comes 
to your committee today to appeal the action of the House which pro- 
vides less than half the funds requested for an extension of our atomic- 
energy program. 

Coupled with restrictive language placed in the House bill, against 
the unanimous recommendation of the Joint Committee on Atomic 
Energy, this reduction will seriously delay completion of the pro- 
posed facilities, and slow down the flow of bombs into our stockpile. 


PURPOSE OF EXPANSIONS 


The purpose of this whole expansion which we have studied for 
many months and recommended soberly, is to gain precious time by 
achieving minimum stockpile objectives, established by the Depart- 
ment of Defense, and to achieve them about 4% to 5 years earlier than 
we would achieve them if we went at our present rate. 

In other words, time is the key factor. 
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STATEMENT OF GENERAL BRADLEY 


General Bradley, in testifying before the House committee, pointed 
this out when he said: 

Failure to get this program, in its entirety, under way at the earliest possible 
moment will have a serious crippling effect on military plans and capability. 

The debate in the House indicated agreement on the part of many 
that the whole program should be approved. It also indicated a 
mistaken belief on the part of some that even with this large cut, the 
language of the bill would not delay the start of any part of the 
expansion. 

Now we look to the Senate to bring the bill in to conformity with 
the intentions which were expressed by most Members of the House 
in the House debate, so that we can launch the whole program and 
not just half of it. 

Today the bill is definitely not in accord with the intentions so 
expressed. 

BACKGROUND SUMMARY 


Let me summarize briefly the background of events leading up to 
the submission of this supplemental report: 

In the first place this program resulted from a military requirement 
set by the Joint Chiefs. We then mace a study in the National 
Security Council of the effect of such a program, the cost of it, the 
feasibility of it, what the impact would be on the country if we went 
ahead with it. This was a long and careful study. The key factor in 
all of the planning again has been time—how much time would we 
save in terms of years, in order to meet the requirement which the 
Joint Chiefs have set up as being necessary—-in order to be sure we 
would win in the event we had an all-out war. 

While a larger expansion was studied, we found in studying it 
carefully that it would not provide very much greater additions to the 
stockpile in the years immediately ahead. These two expansion plans 
weie studied, as I said, and given Presidential blessing several months 
ago. 

In the meantime the Commission’s own organization, and many of 
its contractors, have been hard at work to resolve the major problems 
of construction planning. Most important of all in this planning has 
been the preliminary exploration of the electric power supply arrange- 
ments. 

In many instances the availability of successive increments of power 
will determine the speed with which we can get the proposed facilities 
in production. 

CONTRACT WITH TVA 


Senator Maysank. That is what we have been talking about, 
electric power, before you came in. I understand that you have made 
the best contract that you could make with the Tennessee Valley 
Authority and with private industry, to obtain this electric power? 

Mr. Dean. We have done that, Senator Maybank. May I explain 
where we do get our power? 

Chairman McKeuuar. Yes. ve 

Mr. Dean. We generate a little of our own power at Oak Ridge, as 
you know, Mr. Chairman. In addition, a large amount of it, for the 
Oak Ridge tacility, is supplied by the Tennessee Valley Authority. 
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PADUCAH PLANT 


At the Paducah facility, which is on the edge of the Tennessee 
Valley, up on the Ohio River, 50 percent of that power is furnished by 
TVA and 50 percent is furnished by a group of private utilities in 
Kentucky, Illinois, and Missouri, among other States. 

Chairman McKee iar. At the same price? 

Mr. Dean. At approximately the same price in that case. They 
have different coal fields from which they draw, but the price is almost 
identical. 

EXPANSION AT OAK RIDGE 


In the expansion at Oak Ridge we would propose to have that 
power come from the Tennessee Valley Authority. Before making a 
decision on that point we did go to the private utilities which are near 
the Oak Ridge facility, those in Georgia and South Carolina, among 
others, and asked if they were interested at all in trying to build the 
additional power requirements for Oak Ridge. They said “No.” 

Now the reason for this, I think, was quite obvious. 

Senator Maysank. Now, they cannot build all the power require- 
ments in South Carolina either, can they. 

Mr. Dean. No. 

Senator Maysanx. I want the record kept perfectly clear, because 
of the Atomic Energy’s belief in private enterprise and private power 
companies. 

SAVANNAH VALLEY 


I am assured that the communities that were proposed to be 
served by power that you built up through Federal money in the 
Savannah Valley were to be served iy the private power companies, 
and they are all, to the best of my knowledge, being served by the 
private power companies. 

Mr. Dean. The communities are. 

Senator MayBank. I understood further that they could not supply 
the power in Savannah Valley. ‘ 

Mr. Dean. To the plant itself. 

Senator Maysank. They told me that. The power companies 
told me that, as well as you did, and all I want to do is to keep the 
record straight, because if it had not been for TVA—I do not know, 
maybe there might have been something substituted—down in my 
State they could not do it, and you are building a big steam plant 
yourself. That is correct? 

Mr. Dean. That was necessary. 

Senator Maysank. Was there any compliint about it? 

Mr. Dean. Not at all. 

Senator Maysank. I never heard a word of protest. 

Mr. Dean. We do not wint to build any more if we can help it. 

Senator Mayrank. I understand that. In Carolina they could 
not supply the power, so you had to build your own plant there. 
You could buy some from TVA in Paducah, but nobody offered it to 
you. 

Mr. Dean. Nothing like the amount we needed in Carolina. 

Now in looking at the additional power for Paducah, which we 
will have to have to expand at Paducah, we entertained several 
proposals from private utilities. 
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The possibilities were that they supply 100 percent, 75 percent, 50 
percent, or 25 percent. We found that the 100 percent proposal 
which they gave to us was much more costly than TVA. 

Chairman McKettar How much more? 

Mr. Dean. It was in excess of $2,000,000 a year. I cannot give 
you the exact amount. We did, however, think it wise to give to the 
utilities that 25 percent of the additional power needed at Paducah, 
mostly for engineering reasons, and this was because they had built 
a facility at Joppa, across the river, and they could add to that facility 
very easily, saving time, and give us 25 percent, and the 75 percent 
could be added very easily in the TVA. 

So, from an engineering standpoint, from a time standpoint, it 
seemed the best arrangement, which is a 75-25 arrangement on the 
increment. 

When it comes to the new site, which is also part of this program, 
we have not determined the location of this new site. 


PRIVATE POWER SUPPLY 


Senator Mayspank. I want the record kept perfectly clear here. 
The South Carolina Gas & Electric Co., which operates in my State, 
is going to supply all of the so-called fringe power without the plant, 
and none of your power you are going to build in your steam plant is 
going to be used anywhere except in your own plutonium process 
and of other uses you have within the 250,000 acres. 

Mr. Duan. No kilowatt goes outside. 

Senator MayBanxk. I want that understood, because I have seen 
advertisements in the paper that the South Carolina Gas & Electric 
Co. is going to supply all the power. They themselves have told me 
they cannot do it. Within the 250,000 acres you have your own 
steam plant to develop the necessary power to run that plant and you 
will buy some in addition to that from the South Carolina Gas «& 
Electric. Co.? 

Mr. Dean. Yes. 

Senator MayBank. You will buy all they have? 

Mr. Dean. We will take about 30,000 kilowatts from a station 
they’re building that will have an ultimate capacity of 150,000 
kilowatts. 

Senator MayBaNkK. Therefore you have to build this gigantic steam 
plant within the borders, because if you took all of Clark Hill and took 
all of Carolina Gas & Electric, it would not be sufficient? 

Mr. Dean. That is not exactly the case, Senator. It is true that 
Clark Hill and Carolina Gas & Electric would probably not have 
sufficient excess capacity to supply our plant. However, certain 
process considerations and economies also contributed to our decision 
to construct on-site generating capacity. : 

Senator MayBank. You could get TVA to do what you have to do 
yourself in Savannah; am I wrong? 

Mr. Dean. At Oak Ridge aad at the Paducah plant. 

Chairman McKetuar. As I understand you, you think that it is 
proper for Congress to appropriate $150,000,000 instead of the 
$85,000,000 that the House has put in the bill for TVA? _ 

Mr. Dean. Yes, sir; we do. 
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If we go outside the Tennessee Valley on the new site—and again I 
must ope has not been determined—we would hope and we would 
seek to have private utilities furnish that power. 


NEW SITE NOT DETERMINED 


Senator Maysanx. You have not picked the new site? 

Mr. Dean. We have not picked the site, so it is difficult to talk 
about it, but we have had proposals from various electric concerns in 
the event we went to Indiana, in the event we went to Ohio, or in the 
event we went to West Virginia, or Kentucky for that matter, but this 
we have not determined. 

Senator SaALToNnsTaLL. Before you get off power, Mr. Dean, the 
House has exempted you from section 3679 of the Revised Statutes, 
and has stated it would save an estimated $277,000,000 a year in 
operating charges. What is the effect of that so far as the Atomic 
Energy is concerned, and do you agree with that statement? 

Mr. Dean. The language of the House is quite agreeable to us. 
We had a choice of either putting in the dollars or giving us authority 
by language to pay for cancellation. The difficulty which we face, 
and which will very badly hurt us is an amendment which came on the 
House floor which restricted us to $57,000,000. 

Chairman McKetuar. Where does that begin? 

Senator SaALTonsTALL. That is at the bottom of page 12, the last 
line on page 12. 

HOUSE COMMITTEE REPORT 


The House committee report says that that proviso will save 
$277,000,000 a year in operating expenses. 

Mr. Dean. It was a question really ot making it clear that we had 
the authority, and you could either speak in terms of dollar appropria- 
tion and put the money aside, or you could have the language. 

Strictly speaking, this not an operating cost, although that language 
was used. It was a potential maximum cancellation cost. 

Senator SALTONSTALL. The $277,000,000 will come in if the contracts 
are canceled? 

Mr. Dean. This is the maximum we would ever be liable for, and it 
runs to approximately 30 percent of the investment of the plant, at the 
maximum time. Maximum would be as soon as the plant was com- 
pleted, and it had its first day of operation. You would then have 
maximum liability on the part of the Government in the event we 
pulled totally or partly out of the business. This is an item which the 
power company must have. 


LONG-TERM CONTRACT 


Senator SaALTonsTALL. What I wanted to get at is that this section 
permits you to enter into a long-term contract and the theory that I 
do not get is how the saving is estimated. If this long-term contract 
is carried through for atomic energy, there is not going to be any 
saving. It simply permits you to make a long-term contract. 

Mr. Dean. That is correct. 

Senator SALTONSTALL. So the estimated saving of that $277,000,000 
is rather mythical? 
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Mr. Dean. It is quite mythical. It is not saving in any sense. 

Senator SatronstaLu. It will not be a saving if our Government’s 
plans go through to have these plants put into operation and run for 
a period of years? 

Mr. Dean. Nor will it be a liability, because you will not have a 
cancellation if we go right through the period of years. 

Senator SaLtTonsTaLu. So that proviso allows you to make this 
' long-term contract. If your plans carry through, the $277,000,000 
saving becomes a myth? 

Mr. Dean. That is correct. 

Senator Corpon. Where is this language? 

Mr. Dean. Page 13, line 21, after the word “costs.” 

Senator Corpon (reading): 

Provided further, That no part of the foregoing appropriation shall be available 
for the construction of any building, utility, or other specific portion of a project, 


unless funds are available for the completion of such building, utility, or other 
specific portion of such project. 


REQUEST FOR LANGUAGE CHANGE 


Mr. Dzan. That is an additional proviso we would also like out. 
I would like to talk to that proviso. 

The one you just read to me is the second provision and it appears 
in my text at page 12, line 6. 

Senator Corvon. Where did they get the figure? Out of thin air? 

Mr. Dean. That came in the House amendment, the $57,000,000. 

Senator Corpon. Where did it come from? Out of thin air? 

Mr. Dean. I cannot figure where the $57,000,000 came from. It 
is certainly based on a misunderstanding, I am sure. We want the 
dollar limitation taken out. After the word “costs” in that language, 
you strike out the following: ‘‘of not to exceed $57,000,000.” Just 
strike that language and put in instead the following four words: 
“provided in the contracts.” 

This language without any dollar amount is good enough for us to 
operate with. 

Chairman McKe.uar. You want ‘‘of not to exceed $57,000,000” 
cut out? 

Mr. Dean. Yes, sir. 

I think they will go more as a maximum possible cancellation cost 
because the total investment in power facilities estimated for the 
three new sites, and the two old-site expansions comes to the neighbor- 
hood of $700,000,000. 


NEW GENERATING FACILITIES 


Senator Corpon. You are going to make contracts for the new 
generating facilities, construction of new generating facilities, which 
would not be constructed were it not for the needs that you have in 
your contract? 

Mr. Dean. Exactly. 


LIABILITY FOR CANCELLATION 


Senator Corpon. And what you expect to pay in case of cancella- 
tion is the loss that is sustained by the owner of the property that, 
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first, is the money you are paying to him, second, that is deducted 
from whatever the depreciated cost of the thing is, and then there is 
deducted whatever amount he can get out of it? 

Mr. Dean. And it may be, Senator, that we will not have to pay a 
cancellation charge of any kind because it is implicit in the contracts 
we discussed with the private utilities, that if they can absorb in the 
event we went out, if they can absorb the power into their systems, 
they would not ag us for the power so absorbed. 

Senator Corpon. There is no judgment without loss and there 
would be no loss there. 
Mr. Dean. Exactly. 

Senator Corpon. What kind of cancellation arrangement do you 
have in Paducah now? 

Mr. Dean. Mr. Boyer will talk to that. 

Senator Corpon. Why do you need any authorization language in 
this bill if you did not have it there? 


AUTHORITY FOR CONTRACT 


Mr. Boyer. We had funds allocated for that purpose to cover the 
cancellation at Paducah under the existing contract. 

Senator Corpon. This is the authority to make a contract. If 
you made a contract there, where did you get that authority? 

Mr. Boyer. We set aside the funds to avoid any violation of the 
antideficiency act, committing the Government in excess of funds 
available to us. 

Senator Corpon. That would not give you authority to make 
long-term contracts. 

Mr. Boyer. You set aside the funds. 

Senator Corpvon. You mean you impounded enough American 
dollars to meet a liquidated damage figure? 

: Mr. Borer. That is correct. 1 will ask the budget officer back 
ere, 
PRESENT PROBLEM 


Mr. McCarruy. Our problem, Senator, is in the authority to write 
these contracts and to commit the Government in excess of funds 
available and not be in violation of the Anti-Deficiency Act. . 

In the contract at Paducah we have obligated the maximum 
liability that we would incur under that contract at any one time. 
It is a contingent item. It is a reservation of appropriated funds. 
After the plant is in being, the liabilities during the term of the 
contract decrease year by year and to the extent that those obligated 
funds are used, then as the decrease comes about it is applied to the 
taking of power, so that money which we request from Congress 
each year is the total power bill for that year exclusive of the amount 
of the reduced liability. 

As these were getting into rather large sums, with the additional 
power on the new site and also the additional power at Oak Ridge 
and Paducah, we discussed with the Bureau of the Budget the desir- 
ability of having language which would exempt us from section 3679, 
so we would not need appropriations and would not be in violation 
of the Anti-Deficiency Act. If cancellation came at any time, funds 
then appropriated the Commission would be utilized. It was the 
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Bureau’s decision at the time to send up the request for appropriated 
funds although they had no objection to our discussing the language 
alternative. It was indicated to the House there oveld be no need 
of appropriating funds at this time if the language were provided. 
The language is now provided. But this limitation of $57,000,000 
would be a limitation on the total amount of liability we can incur. 


OBLIGATED FUNDS AT PADUCAH 


Senator Corpon. I want to know what the situation is with ref- 
erence to the executed tontract at Paducah, as to whether you have 
actually impounded and sequestered of appropriated funds the amount 
of money necessary to meet the amount of damages already liquidated 
and determined in advance, which amount, of course, will be less, 
year by year. 

Mr. McCartuy. We have obligated funds. 

Senator Corpon. What is the amount? 

Mr. McCarruy. The amount obligated on our books as of June 30 
is $67,000,000. 

Senator Corpon. $67,000,000 then of money from the Federal 
Treasury, for which the Federal Government is paying around 2 per- 
cent interest, lying there to guarantee a contract of the Federal Gov- 
ernment? That is fantastic, in my book. 


RESERVATION OF APPROPRIATED FUNDS 


Mr. McCarrny. There is no expenditure on this. This is a reser- 
vation of appropriated funds for which no expenditure has been 
made. 

Senator Corpon. What do you mean by a reservation of appro- 
priated funds? What is a reservation of appropriated funds? 

Mr. McCarruy. An obligation on our books against the contract 
provisions, but no payment has been made out of these appropriated 
funds. 

Senator SALTONSTALL. It is lying in the Treasury. 


EXPANSION PROGRAM 


Mr. Dean. Mr. Chairman, with your permission I should like at 
this point to insert in the record the remainder of my prepared 
statement. 

Chairman McKetuar. Without objection, it is so ordered. 

Mr. Dean. I would like to talk specifically to the items where we 
are appealing. 

(The statement referred to follows:) 


REMAINDER OF STATEMENT OF GORDON E. Dean, CHAIRMAN, ATOMIC ENERGY 
CoMMISSION 


Throughout the consideration of the various possible expansion plans, the 
probable cost of the facilities in terms of dollars, and critical materials, was a 
major factor. At the time of the President’s announcement in January, it was 
estimated that the reeommended expansion wouid cost between $5 and $6 billion. 
Since then we have continued to consider ways in which we might reduce this 
cost. By giving up the advantages of dispersal and deciding to plaee the addi- 
tional plutonium facilities at the existing Hanford and Savannah River sites, 
it was possible to save $1.1 billion. Many other possible changes of lesser magni- 
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tude were studied, and we have revised our plans in several particulars. By late 
April we had whittled down the estimated cost of the total expansion to $3.9 
billion, the present estimate. 

You will recall that on May 1, during the bearing to consider the regular 1953 
appropriation, the Senate Subcommittee on Independent Offices requested that 
the question of undertaking so large an expansion at this time again be referred 
to the Nationa’ Security Council. This was done, and the comments of the 
individual members of the Council in support of the proposed expansion were 
transmitted to the Senate by the President. The supplemental request covering 
the expansion program was transmitted vo the Congress on May 29. 

The figure of $3.9 billion, indicated as the cost of the proposed facilities for the 
new expansion, compares with about $5.5 billion for existing and presently 
authorized facilities. Of the $3.9 billion, $2.9 billion was requested for obligation 
in 1953. A full explanation of what these funds will provide in terms of fissionable 
materials and weapons can best be given with the aid of classified charts. These 
deal with the percentages of growth such funds would finance in the weapons 
stockpile, weapons production rates, and the production of plutonium, uranium 
235, and raw materials. This discussion, of course, will have to be off the record. 

As you have seen from the charts, a comparison between dollar investment in 
past years and after the proposed expansion, despite rising construction costs 
does not provide a true indication of the Nation’s increased capability in the fiel 
of atomic energy. 

The striking improvements which have already occurred in weapon design and 
plant operating efficiency will enable the number of weapons and the amount of 
fissionable materials produced to increase much more sharply than the incréase in 
dollar investment. Certain examples of increased efficiency can be mentioned off 
the record. 

Let me now turn to the action taken by the House on the Commissi*n’s ap- 
on request. The appeal submitted to =— committee sets forth a num- 

er of proposed changes in the House bill which are designed to remove various 
limitations and restrictivns which would seriously interfere with accomplishment 
of our job. We should like to discuss these in detail somewhat later. 

The basic question arising from the House bill is this: 

Does Congress authorize us to at least start at once the construction of all the 
facilities included in the expansion program and for which 1953 obligational au- 
therity has been requested? 

In other words, do we have the whole program, or just half of it? 

The record of debate cn the House floor indicates that many Members believed 
they were approving all elements of our expansiyn. The fact is that this intent 
cannot be reconciled with the language contained in the House bill. 

The House bill provides $1,450 million of obligational authority for plants and 
equipment. Of this amount, about $100 million is required for facilities being 
constructed under the expansiyn program already under way. Only $1,350 
million is therefore available for the new expansion. Of the total expansion enst- 
ing $3.9 billion, projects costing about $1 billion were not included in the 1953 
request because they could be started later without delaying producti»n. 

In addition, as we indicate in our appeal, we will not need an amount of $277 
million originally included in our request to the House, if the limitation of $57 
million on cancellation costs that can be paid under power contracts is deleted. 
This limitation was not included in the bill as approved by the House Appropria- 
tions Committee, but was inserted on the floor of the House. If this limitation 
of $57 million is deleted and the provision on power contracts amended to its 
original form, we will not need this $277 million. 

The remaining $2,647 million of our requested funds for the expansion program 

is for work which must be started in 1953 if there is to be no delay. The difficulty 
lies in the money reduction coupled with the following proviso: 
‘Provided further, That no part of the foregoing appropriation sball be available 
for construction of any building, utility, or other specific portion of a project, 
unless funds are available for completion of such building, utility, or other specific 
portion of such project.” 

This language is not at all satisfactory for purposes of getting more bombs 
faster. It will get fewer bombs slower. Under it, it would presumably be possible 
for us to purchase land, clear land, build certain roads, erect administration 
buildings, and so on. This could proceed so long as the total cost of work begun 
at all sites does not exceed the amount of funds available. Just to build, for 
example, the central core of technical gaseous diffusion facilities at each of the 
three sites, Oak Ridge, Paducah, and the new site, will require substantially more 
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money than the bill now provides. These are vast facilities, each of which must 
be planned, designed, and constructed as an integrated whole. 

uildings, electric transmission facilities, switch-gear, piping, motors, pumps, 
cooling towers, and many other ty of equipment go to make up a gaseous 
diffusion cascade. We need them all or we cant use any. Under our projected 
schedules some of this new capacity will first be producing weapon material in 
1954—not 6 years from now. Our effort is directed to getting the entire capacity 
into operation just as soon as we possibly can. To do this we have to proceed at 
once at all sites. Equipment design and procurement cannot await completion 
of the building which will house it, but must proceed simultaneously with the ex- 
cavation and pouring of foundations. Substantial lead times are involved for key 
elements in many phases of the construction. Nor can we give a green light to 
our electric power suppliers, whose construction schedules are terribly tight, unless 
we know that Congress has authorized us to do the entire project. Power may 
well be the bottleneck. 

The House proviso seems to assume that our expansion can be divided into a 
great manv small, separate units of construction work. This is true only of the 
fringe facilities, such as roads, fencing, drainage and office buildings. In the. 
main, these are minor aspects of the job amounting to only about 5 percent of 
the total cost of such a project, and are not the critical segments which govern 
the over-all time-table of construction. 

We propose in our expansion to construct facilities to produce weapon material 
at five installations. At three of these we will build gaseous diffusion cascades; 
at the other two we will build reactors. We have five major projects aimed at 
this sitigle objective—production of weapon maiecrial. 

To illustrate our present situation, let us assume that a State government pro- 
posed to build three bridges and two tunnels. There is, let us say, agreement 
that all are necessary and should be completed and opened to traffic as soon as 
possible. To do this construction should be started at once on all of them. Yet 
it is proposed to provide only half the required funds, with the stipulation that 
no part of any bridge or tunnel can be started unless funds are available for its 
completion. Under such a limitation, you would be able to build the highway 
approaches and even the toll houses, but how could you possibly get on with the 
entire job of building all five bridges and tunnels? This analogy illustrates the 
problem we face. 

On the basis of very preliminary analysis, it appears that enactment of the 
House bill would oblige us to postpone all construction work proposed under this 
expansion at two sites—Savannah River and the site yet to be selected. All 
available funds would be required for expansion at Hanford, Oak Ridge and 
Paducah, where additional output can be obtained most quickly. 

Furthermore, the amendment adopted on the floor of the House which limits 
the amount of contingent eancellation costs for long-term contracts with private 
utility companies, creates an additional important difficulty. We have sought, 
for example, to avoid construction of the necessary electric power generating 
facilities by the Government at the new site by making arrangements with private 
utilities which would organize a company to build and operate the necessary plants 
to provide us 1,800,000 kilowatts. While necessarily tentative, our preliminary 
negotiations indicate that the contingent cancellation costs might perhaps be, at a 
maximum, $170 million, with the possibility that a lower figure could be agreed 
upon. These companies would be investing approximately $400 million of their 
own and borrowed funds to provide us the power we need. In the unlikely event 
that the Commission might cease to need this power in the near future, the 
company would be entitled to annual payments for a stipulated period of years 
sufficient to cover a declining proportion of its fixed charges on the plant invest- 
ment, but only to the extent that other customers could not be found for the power. 
By placing a limitation of $57 million which the House floor amendment does, on 
cancellation costs in electric power contracts, the House bill would not allow even 
enough for the power contracts under negotiation for the Oak Ridge and Paducah 
sites. Early completion of negotiations with these companies is essential if power 
is not to be the factor in getting this plant into operation. 

While I have talked mainly to the proposed expansion program and the effect 
the House bill would have on this program, I would like to mention also, before 
concluding, the other amendments which we are presenting for your consideration 
These are: 

1. An amendment proposing restoration of funds under the operating.expense 
appropriation. 
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‘2. An amendment providing for an increase in the limitation for personal 
services. 

3. An amendment providing for an increase in the travel expense limitation, and 

4, An amendment, listed as part of number six in our appeal, proposing exemp- 
tions from the construction rider now carried in the regular 1953 bill. 

All of these amendments, in addition to those I have discussed more fully, are 
needed if we are to get on with our regular program and our expansion program to 
meet the weapons deadlines that have been set up to buy us the maximum possible 
security for the dollars we are investing in atomic energy. 

In summary, let me say that this is what we are asking for: 

1. Clear authority to proceed immediately with the total expansion program. 

2. The money we nana to pay for this program, and 

3. Relief from the restrictive provisions which limit our ability to get on with 
the expansion program and our regular program as well. 

If we are given these, we have every reason to believe that we can meet the 
weapons requirement established by the Department of Defense for the crucial 
years ahead. 


Prorposep AMENDMENTS 
OPERATING EXPENSES 


Mr. Dean. These are all contained on page 13 of the bill as passed. 

The first one has to do with page 13, line 4. 

After the word ‘“‘vehicles’” we have suggested they strike out the 
following language ‘$35,000,000 of which $30,000,000 shall be avail- 
able only for the weapons program”’ and insert in lieu thereof “$172,- 
398,000” the estimate, or an increase of $137,398,000. 

Chairman McKerxuar. In line 4, what is it? 

Mr. Dean. Strike out the following: $35,000,000, of which 
$30,000,000 shall be available only for the weapons program’’—all 
of that, and insert in lieu thereof ‘'$172,398,000.” 

Senator Mayrank. In lieu of $30,000,000? 

Mr. Dean. Yes, sir; and insert $172,398,000. This represents an 
increase of $137,398,000 in the appropriation for operating expenses. 

This is going to hurt us very seriously, if we are limited to this 
$35,000,000 given to us by the House. This has to do with the 
operating expenses and facilities which are fairly new and which have 
come into the program recently, which are very important to that 
program, and without this money we simply would have to stop 
operations. 

Senator Corpon. Did you not get the money in the regular bill? 

Mr. Dean. These are things that have come up since that time. 
One of them is an installation which we did not even dream of. 

Senator Maysank. Do you want to put that on the record? 

Senator Corpon. Within the past year? 

Mr. Dean. In the past few months. It is construction we would 
like to start very soon. This will be operation of that and the cost 
will be incurred in 1953. This is only one item. 


WEAPONS PROGRAM 


Another item which we are particularly concerned about is that 
while we have asked for approximately $65,000,000 for the weapons 
program, the House has only allowed us $30,000,000 of that amount 
for operating purposes. The other amounts are explained in our 
appeal on page 5 and page 6. 

Senator Maysank. What line of the bill? 
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Mr. Dean. I am talking now to the language in the bill as passed, 
page 13, line 4, striking out that language and giving us back the 
operating money which is necessary for the facilities. 

I might say that this is not asking for the restoration of any funds 
which were cut out of our base bill. 

Senator Corpon. May I interrupt you, so that when we get ready 
to try to tie your printed request to the bill we will be able to tie it 
to the right bill? 

Am I correct in the assumption that your lines and pages set out 

our request for restoration refer to the supplemental appropriation 
bal subcommittee print which I hold in my hand and not to the bill 
as it passed the House and as is now termed an Act? 

Mr. Dean. That is correct. 

Senator Maysank. I am glad you brought that up because that 
has confused me. 

Mr. Dean. If I can talk to the act, then I will give you the new 
lines that should have been in our appeal. 

The first one, instead of being page 12, line 13, is now page 13, line 4. 


PROGRAM DIRECTION AND ADMINISTRATION PERSONNEL 


The second item in this, instead of being at page 12, line 17, is at 
page 13, line 8. 

There we would strike out $25,064,275 and insert in lieu thereof 
$30,755,526, the estimate, or an increase of $5,691,251 in the limita- 
tion on amounts available for program direction and administration 
personnel. 

We regard this as one of the four or five most important things to 
be correc sted in this bill because we are now engaging, if any of this 
money is approved, in an expansion program: We must have the 
additional personnel necessary to run that program intelligently, and 
if we do not get this money or, I should say, if we are limited to the 
ceiling which was placed on us by the House, we would have to, to- 
morrow, in the face of an expansion, fire some 235 people from the 
payroll instead of getting additional personnel, some 600, which we 
need for the expanded program. That is the reason for that appeal. 


TRAVEL EXPENSE LIMITATION 


The third appeal is page 13, line 9, in which we suggest that you 
strike out the language, or the amount of $2,709,350 and insert in lieu 
thereof $3,657,647, the estimate, or an increase of $948,297 in the limi- 
tation on amounts available for fravel expense. 

Senator MayBank. For the record, will you tell us why that should 
be, because we have cut everybody else 15 percent. 

Mr. Boyer. Our problem here, Senator, is the question of taking 
care of the added travel expense that comes in connection with the 
expansion program, including the new site. We do not know where 
it is. We do not know how much transportation will have to be done 
on the site, Also, we have some foreign activities in the program. 

Senator Maypanx. Are you going to travel to foreign lands? 

Mr. Boyer. Yes. We are exploring the possibilities of obtaining 
ore in many foreign lands and we have to do more travel in the foreign 
lands than we have heretofore. 
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Senator MayBanx. Who does the traveling? 

Mr. Boyer. The AEC staff. 

Senator Maysanx. They look at the ore to see if it is the proper 
type? 

OMI. Boyer. And negotiate and survey. 

Senator Maypank. Like you deal with the Belgian Congo? 

Mr. Boyer. Yes, sir. We cannot estimate that too accurately, but 
we know we will have an increase. 

Senator Corpon. That $2,709,350 will enable a lot of folks to do a 
lot of traveling. 

Mr. Boyer. There is $1,300,000 of that which covers security travel 
and transportation. 

Senator MayBanxk. Where does that come in? 

Mr. Boyrr. Whenever we handle security transportation, they 
have to be accompanied by couriers. 

Senator MaysBank. I want to make a case here that we can make to 
the Senate. I wish you would enlarge on that, because you will not 
get a nickel more than the House gave you unless you do better than 
this. I am suggesting this for your own good. 


MINERALS EXPLORATION 


Mr. Dean. During the course of the last year we have been dealing 
with, and necessarily going to countries to interest them, first, in 
exploration, and also im closing deals for the acquisition of their 
uranium in practically all parts of the world outside of the iron 
curtain—wherever there is an encouraging sign. 

This includes countries in South America where we now have people; 
it includes Australia; it includes Canada. 

Senator MAyBANK. With all this traveling you have done in the 
past few years have you found new deposits? 

Mr. Dean. Yes. 

Senator MayBanx. Has that reduced the cost of what you had 
originally paid? 

Mr. Dean. I can assure you that what we have found will many 
times pay the cost of the travel. This has been particularly true in 
the last few months in the case of the Australian find. 

These people must go down, No. 1, and verify findings. They must 
talk to the officials of those governments and conclude contracts with 
them to get the ore. They must encourage exploration programs. 
We are the only country which is engaged in an exploration program 
intensely, and it takes a lot of work to get one of these things started — 
to get the natives out looking for the ore, to arrange for assay of the 
ore, to get it into mills, and to encourage people to build grinders, 
crushers, and processing plants. This is just the raw-materials pic- 
ture. The security shipments that Mr. Boyer referred to 

Senator Maypank. We know about those. 

Mr. Dnan. With respect to other “guestimates,”’ you have to make 
some kind of allocation for every new site, because it involves more 
travel than if you had fewer facilities, and under this expansion pro- 
gram you do have new sites—several in the weapons program and 
several in the fissionable materials program. This is arbitrary, I 
admit. If we do not have to do the traveling, you can be assured we 
will not do the traveling. 
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I do not think you can get down to quarters and dollars on it. We 
hope to return some of it if we do not use it but it is our best estimate 
as to the magnitude of the travel increase. 

The next amendment which we have appears at page 13, line 14, in 
which we urge you to strike out $1,450,000,000 and insert in lieu 
thereof $2,741,602,000—a reduction of $277,000,000 in the estimate, 
and an increase of $1,291,602,000 in the appropriation. 

Senator Connon. While you are on the travel question, can you 
answer one question, as to how much money was spent for travel in 
1952 fiscal year, split between domestic and foreign? 

Mr. McCarrny. If I recall correctly, the total travel this year will 
amount to about $2,800,000. I do not have the split, but that total 
is my best recollection at the moment. I would like to check that. 

Senator Knowianp. Can you get the split and put it in the record? 


FOREIGN AND DOMESTIC TRAVEL EXPENSES 


Mr. McCarruy. We can get the split. There will not be the 
volume of foreign travel in 1952 that there will be next year because 
of the increased exploration in 1953. 

(The information referred to follows:) 

Note.—Expenditure reports for the month of June are not yet available, 
Cumulative expenditures for the fiscal year 1952 for travel, through the month 
of May 1952, were $1,836,579. Expenditures during the month of May amounted 
to $239,820, which projected for a full year would amount to $2,877,840. 

The analysis of expenditures by quarter for the current fiscal year indicates 
the expanding requirements for travel under the Commission’s current program, 
not including amounts which would be necessary in connection with the new 
expansion. This analysis is: Expenditures 


First quarter, fiscal year 1952 $462, 218 
Second quarter, fiscal year 1952 456, 522 
Third quarter, fiscal year 1952 495, 075 
Fourth quarter: 


The distribution of the estimated expenditure of the $2,100,000 between foreign 
and domestic travel is as follows: 


Domestic travel 
Foreign travel 


SECURITY GUARDS 


Senator Ferguson. I want to know what you do include in your 
travel. 

Mr. Boyrr. We were pointing out that we have security traveling 
that is involved whenever we send an item that is top secret, or items 
of vital security. They are accompanied by couriers or guards. 

Senator Fercuson. How many guards? 

Mr. Dean. That depends upon the nature of the material being 
sent. With some we send two, with some we send six. That is an 
example of what is involved. ‘This is the fissionable material actually 
coming out of the plant and going by railroad. 
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Senator Fercuson. After it has been manufactured? 

Mr. Duan. That is right. 

Senator Fmeracuson. t is not true in any way with raw material? 

Mr. Dean. No. 

Senator Ferauson. What does the foreign travel include? 

Mr. Dean. It is to go to the foreign countries. It has to do with 
ont exploration program in more countries than we ever thought of 
before. 

LIMITATION PROVISION ON COMPLETION FUNDS 


The one that we have not talked to and the one that causes us the 
most trouble appears at page 13, line 24. 

After the word “costs”, we suggest striking the following—it is a 
provision and reads: 

Provided further, That no part of the foregoing appropriation shall be available 
for the construction of any building, utility, or other specific portion of a project, 
unless funds are available for the completion of such building, utility, or other 
specific portion of such project. 

As we read this language, it would not permit us to go forward today 
with the total program. 

Senator Corpon. There is no question about that. You are dead 
right about it. 

Senator MayBank. Unless you have all the money to finish what 
you are going to do, you cannot start. It is like building an airplane. 

Mr. Dean. This is the way we read this proviso. A lot of people 
have really been misled by this language, because I notice in the House 
floor debate expressions of ‘‘We want to give the total program a green 
light”—but you are not giving it a green light when you appropriate 
half the funda and then you add a rider of this kind saying you can- 
not build the total program. 

I am sure the House did not intend to do that. 

Senator Ferauson. What do P think the House intended to do? 

Mr. Dzan. I do not know. This language frankly puzzles me. 

To answer Senator Ferguson’s question, What could we do if this 
rider remained in the bill? As I read the proviso, we could take a 
project such as, let us say, an expansion at Oak Ridge or an expansion 
at Paducah or at Hanford—calling those projects—and if the mone 
they gave us was sufficient to complete that entire project with all 
its complex facilities, then, and am then, could we go ahead and 
initiate construction. 


RESEARCH AND DEVELOPMENT OF CLASSIFIED PROGRAMS 


Senator Maysank. I have a letter here that Mr. Dean wrote me 
sometime ago, as the chairman of the Independent Offices Subcom- 
mittee, whic I would like to have printed in the record, Mr. Chairman. 

Chairman McKexar. Without objection, that may be done. 

(The letter referred to follows: ) 


Unitep States Atomic ENeErGy ComMIssIon, 
Washington, D. C., June 27, 1952. 


Hon. Burner R. MAyYBANK, 
Chairman, Independent Offices Subcommittee, 
Committee on Appropriations, United States Senate. 
Dear Senator Maysank: As the result of recent developments in certain 
phases of our research and developmental programs, the Commission considers it 
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vital to the national defense and security that our efforts on certain classified 
projects be accelerated. 

The necessary operating funds for this added effort will be made available by a 
reprograming of fiscal year 1953 appropriations; however, the early provision of 
adequate plant and related facilities for the conduct of the work poses a problem. 

As you know, heretofore our appropriation act made provision for the accom- 
plishment (within limits of available funds) of urgent construction projects not 
included in a regular budget submission. The present restrictive language con- 
tained in our fiscal year 1953 bill definitely prohibits the initiation of any con- 
struction not specifically included in our budget submission. In view of this situa- 
tion and the high priority attached to the proposed work to be undertaken, it is 
mandatory that the Commission formally amend the 1953 budget by substituting 
he new project for one having a lower priority. The desired amendment is as 

ollows: 

On page 176 of the classified budget justifications submitted in support of addi- 
tional appropriations, fiscal year 1953: 


Delete project 3—3139-3038 $2, 393, 000 
Insert project 3-424-3001 2, 850, 000 


While the new project to be inserted is estimated to cost $2,850,000 as comrared 
to the amount of $2,393,000 proposed for deletion, the additional funds will be 
provided from other budgeted projects. Additional details concerning this matter 
are contained in a separate classified letter being sent to you today. 

This proposed amendment to our fiscal year 1953 budg*t has been discussed 
with the Director, Bureau of the Budget, and meets with his approval. 

Sincerely yours, 
Gorpon Dean, Chairman, 


OPPOSITION TO LANGUAGE RIDER BY JOINT COMMITTEE 


Senator Maysank. Do we not also have a letter from Senator 
McMahon? 

Chairman McKe .uar. I have it here and it will be placed in the 
record at this point. 

(The letter referred to follows:) 


Joint CoMMITTEE ON ATomic ENERGY, 
June 28, 1952. 
Hon. KennetH McKE tar, 
Chairman, Senate Appropriations Committee, 
Senate Office Building, Washington, D. C. 


Dear Senator McKe.triar: To my regret I will be unable to sit with you 
and your colleagues as you consider the supplemental atomic energy appropria- 
tions bill. Since I must spend a few more days in the hospital, I take the liberty 
of writing you this letter. 

It strikes me that the House, with the best of intentions and with objectives 
in mind which I am sure we all fully support, has taken action that could grievously 
harm our atomic security. The House, as you know, cut by more than half the 
money request submitted to the Congress. The House, in addition, attached a 
rider stipulating that no particular building project may be started unless funds 
are available to finish it. 

In other words, the House has given half what was asked with one hand and 
then taken most of it back with the other hand. 

This rider is, in my sincere judgment, dangerous and crippling. In simple 
language it means that the United States will not have the atomic weapons which 
the President, the National Security Council, and the Defense Department have 
stated that we must have to deter war or to win a war if it comes. 

I deeply hope that the Senate will see fit to eliminate the rider. 

May I ask that you place this letter in the record of your hearings? All good 
wishes and personal regards, 

Sincerely yours, 
Brien McManon, Chairman. 

P. S.—Enclosed is a copy of the resolution which the Joint Committee on 
Atomic Energy unanimously adopted yesterday. 8 aon 

- McM, 
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RESOLUTION OF THE JOINT COMMITTEE ON ATomic ENERGY, JUNE 27, 1952 


The Joint Committee on Atomic Energy met this morning and considered with 
the Atomic Energy Commission the proviso beginning on page 12, line 6, in the 
peprpenen appropriations bill now pending before the House. It is clear that 
if this proviso becomes law, the Atomic Energy Commission will not be able to 
meet military requirements for atomic weapons as laid down by the President, 
the National Security Council, the Secretary of Defense, and the Joint Chiefs of 
Staff. The joint committee has unanimously requested that the House and 
Senate give consideration to deleting the proviso in question. In effect, as the 
proviso stands, the Commission cannot start on the programs necessary to meet 
military requirements, because the funds requested of the Congress were cut in 
half and because the proviso provides that no building project may be started 
unless funds are available to complete it. 

The joint committee has studied this program over an extended period of time 
and believes that the rider will prevent this program from going forward as na- 
tional security requires, 


LANGUAGE RESTRICTS EXPANSION PROGRAM 


Senator MayBank. I am very sorry that Senator McMahon is ill 
and cannot be here. We all know of his great interest in this matter. 

Mr. Duan. Mr. Chairman, we were talking about this suggested 
amendment of ours on page 13, line 24, in which we would strike out 
that proviso. 

I was explaining that the proviso is particularly hard on us. 

Senator Maysank. I think everybody agrees with that. Senator 
Cordon said you could not start anything. 

Mr. Dean. I believe he agreed with my interpretation of it. This 
is the way we have interpreted it: 

We feel that we could not go ahead in the face of this language and 
start the total program. 

y Senator Mayspank. You could not start any part of the total pro- 
gram, if I may say so. 

Mr. Dean. I think that is a question—whether you could start. 

Senator MaysBank. I would say that. 

Senator Hitt. You could not start unless what you started could 
be finished with all the money in this bill. 

Senator MaysBank. That is right. 

Senator McCarran. That does not require much interpretation. 
This language seems very clear. 

Senator Maybank. It says: 

That no part of the foregoing appropriation shall be available for the con- 
struction of any building, utility, or other specific portion of a project, unless 
funds are available for the completion of such building, utility, or other specific 
portion of such project. 

You could not even build a warehouse in South Carolina or Paducah 

under that law. 
} Mr. Dean. Under. our method of construction, these large projects 
are all integrated. You do not start building unless you are going to 
finish. You do not put up your foundations unless you are going 
to put your roofs up and you do not put them up unless you are going 
to put processed piping in. 


O’MAHONEY AMENDMENT 


Senator SaLTonsTaLL. Mr. Dean, just before we left for roll call, 
you said to me in private conversation that $1,450,000,000 was 
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enough money provided this proviso was cut out that we have just 
been discussing and provided you had an understanding or authority 
to go forward with the full program. The full program, as I read it, 
is $3,191,000,000. Is that correct? 

Mr. Dean. That is correct, for fiscal year 1953. 

Senator SatronstaLL. Now my question is this: Assume we put 
in language very similar to the language that was put in the Defense 
Department bill yesterday by Senator O’Mahoney’s amendment. 
You would be covered, would you not? 

That amendment, I think, is a very interesting amendment, the 
O’Mahoney amendment to the defense appropriation for the Air Force. 

Mr. Dean. I am not familiar with that. 

Senator SALTONSTALL. By that amendment, we authorize so much 
cash this year. The cash in this instance would be $1,450,000,000 of 
a program not to exceed a certain amount. In the Air Force it was 
$11,000,000,000. 

Now, here, your program would be $3,191,000,000. 

Mr. Dean. The $3,191,000,000 is what we planned to commit in 
fiscal 1953. The total program is a little larger, therefore, if you are 
authorizing the total, it is $3,885,000,000. 

Senator SatronsTaLL. You do not intend to spend this $3,000,- 
000,000 in 1953? 

Mr. Dean. We do not. We expect actually to spend im cash 
something on the order of $600,000,000. 

Senator SavronstaLL. What you want then is enough cash to go 
ahead, and with authority for the whole program? 

Mr. Dean. That is exactly what we want. 

Senator SatronstaLut. Now this O’Mahoney amendment, which 
apparently is a new idea, would appropriate the cash necessary this 
year, but would permit the whole program to be included with a 
cancellation clause. If there was a cancellation clause, there would 
be enough money to pay the contractor so that they would suffer no 
osses., 

Mr. Dean. Yes, in the event that you terminate. 

Chairman McKetuar. In line 14 you want to strike out $1,450,- 
000,000? 

Mr. Dean. That is $1,450,000,000 and instead of that $2,741,- 
602,000. 

REQUEST TO STRIKE PROVISO 


Chairman McKe.uar. In line 24 you want to strike out the 
proviso: 
That no part of the foregoing appropriation, 


down to the end of line 4 on page 14, is that correct? 
Mr. Dean. That would be the end of line 4 oh page 14, yes, sir. 


RESTRICTION ON NONBUDGETED CONSTRUCTION 


Now, we have one additional one. The next one is not an amend- 
ment to the act as reported, as passed by the House, but is an attempt 
to amend in one particular our base appropriation act of 1953. 

The language which is now in that act appears in the document 
which I transmitted to this committee, appendix A, and I shall read it: 








SUPPLEMENTAL APPROPRIATION BILL, 1953 411 


Provided further, That no part of this appropriation shall be used (a) to start 
any new construction project for which an estimate was not included in the bud- 
get for the current fiscal year; 

(b) to start any new construction project the currently estimated cost of which 
exceeds by 35 per centum the estimated cost included therefor in such budget. 

Senator Maypanx. Why can we not put in lieu of that that before 
you start any new project you take it up with the chairman of this 
committee and the chairman of the House committee? That is what 
we have done before. 

Mr. Dean. We have suggested some language on page 2 as a sub- 
stitute. 

Senator Maysanx. We are not under the budget. The only money 
you can get out of the Treasury is what the Congress appropriates. 

Mr. Dean. We had suggested in our language that we not build it 
if it is not in the budget but that— 

Senator MaysBanx. Suppose it is not in the budget and you have 
to build that? You built the first atomic energy plant, the Man- 
hattan project, when I was on the committee with Senator McKellar, 
in 1941. 

Mr. Dean. Two or three things have come up recently to alarm 
us—that in the event the project was not in the budget, and it was a 
very important one to build immediately and Congress was not in 
session, we suggested in that case we go to the President and get a 
certification that the facility, if it was a technical or production facility, 
is determined by him to be vital to the national defense and security. 
It is not contemplated that we will use this perhaps more than once 
or twice a year as a maximum, I would think, but there are situations 
which have come up, there we could not build the facility. 

Senator MaysBank. Have you ever had any trouble with Senator 
McKellar or Senator Bridges? 

Mr. Dean. No, sir. 

Senator MayBank. Have you ever had any trouble with Mr. 
Cannon or Mr. Taber? 

Mr. Dean. No, sir. 


PROPOSED AMENDMENT 


Senator SaALToNsTALL. May I read this, Mr. Chairman? 


$1,450,000,000 is for (1) expenditures during the fiscal year ended June 30, 1953, 
or thereafter under contracts and against other obligations in an aggregate amount 
of $3,850,000,000 for the foregoing purposes, which the Atomic Energy Commis- 
sion is authorized to enter into pursuant to the authority of this Act, as necessary 
or appropriate to carry out the program submitted to Congress by the Atomic 
Energy Commission, and, (2) settlement or payment of termination claims under 
such contracts if additional appropriation to permit continuation of performance 
under such contract is not thereafter made, 


Mr. Dean. I think that is quite acceptable. I think we could 
live with it. 

We could take the amount of money that has been given here. 
This would enable us to cover actual costs incurred in fiscal 1953, and 
this language would give also a green light to the total program. It 
would also take away the limitation which appears now in the proviso 
which says you cannot build until you have all the money for it. 

Senator SALTONSTALL. That means we appropriate $1,450,000,000 
and we say to you: “Go ahead and plan the $3,850,000,000 outfit and 
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start construction, and if later on Congress cancels it, there has to be 
money enough to pay for the damages on the breaking of the contracts.”’ 
Mr. Dean. I see no difficulty with that. That would enable us to 
go ahead with the total program. 
I think this really was the intention of the House Members when 
the proviso was discussed, but that was not understood. 


POWER PROJECTS 


Senator Bricker. Does that take care of the power projects? 

Mr. Dean. No; that is separate. We have asked to strike out “of 
not to exceed $57,000,000” and leave the authorization language in 
there, which would permit us to provide for cancellation costs on 
contracts. 

Senator Corpon. What language do you think is necessary to 
permit you to eliminate the $57,000,000? 

Mr. Dean. I do not think the language suggested by Senator 
Saltonstall applies to it. This, however, is money in the Treasury. 
This is not a part of the national debt, this power money you are 
talking about for cancellation. It is simply against your credit. 
We hope never to have to pay it. 

Senator Corpon. How can you have any such thing as that? 

Mr. Dean. I believe I am correct in saying it does not constitute 
a part of the national debt. 

Senator Corpon. The minute you have claims against funds, they 
are appropriated funds. 

Mr. McCarrtny. I would like to mention again there is no claim 
against them at this time. 

Senator Corpon. There is a contingent claim against them or you 
would not have them sequestered. That makes them a part of the 
appropriated funds. 

Mr. McCartuy. That is correct, they are tied up for the moment. 

Senator Corpon. And you are paying interest of it. 

Mr. McCarruy. I am not too sure, Senator, whether this lan- 
guage—and I would like to look that up, would permit us to deobligate 
the $67,000,000, because the present contract with Electric Energy, 
Inc. 

Senator Corpon. There is no need to do it when the individual 
has a claim against the United States Government. 

Mr. McCarruy. I would like to make a similar analogy here. 
As you remember, the Antideficiency Act says, in the absence of 
specific authorization no ageney will commit the Government in 
excess of funds appropriated to it. 

I think the analogy to this is in the case of the Government agencies 
who rent telephone switchboards. There is a contingent liability on 
the agency during the period, I think it is about a 5-year period, in 
which they take telephone service. There is, I think, in GSA’s auth- 
ority specific language which permits them to take this over that 
period of time. So, as a result, because of that language, they are 
not in violation of the antideficiency act by making such a contract. 
This is where we have not had language before. 

Senator Corpon. Let us get language to release these othér funds 
and make resulting reduction in any appropriation we make. 
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Senator Bricker. Have you taken care of the $57,000,000 limita- 
tion on page 12 of the committee print? 

Mr. Dean. Yes, sir, we discussed that, I think, before you came in. 
We suggested simply using the House language as it originally appeared 
without this $57,000,000 which was introduced on the floor. 

Senator Bricker. I thought you were just now talking about the 
a contingent liability on the electric power contract instead of the 
old. 

Mr. Dean. Senator Cordon, I believe, was concerned now about 
the old one, which is the obligation wé have at Paducah. 

Senator Corpon. That is right. We were advised of the necessi y 
for the elimination of a ceiling on a cancellation obligation for a pro- 
posed contract. I made inquiry with reference to how the same kind 
of cancellation obligation had been met in the past and was advised 
that it was a bookkeeping charge against their funds for an adequate 
amount to safeguard the contractual obligation. I was simply asking 
what we could do to release those funds from that obligation. 

Senatoe Bricker. It would become less and less throughout the 

ears? 
, Senator Corvon. That is right. 

Mr. Dean. I think that covers each item which we have noted in 
our appeal. 

Chairman McKe tar. Let me ask this question: You say you 
want to strike out the proviso in line 14, down to the bottom of the 
page, the first proviso, on page 13, that contains the $57,000,000? 


PROPOSED AMENDMENT 


Mr. Dean. That would be line 21, I believe, page 13, after the 
word “‘costs’”’ strike out the following ‘“‘of not to exceed $57,000,000.” 

Chairman McKetuar. After the word “costs” strike out “of not 
to exceed $57,000,000’’? " 

Mr. Dean, And insert in lieu thereof the following: “provided in 
these contracts’’; those four words. 

Senator Bricker. That is the same as it came out of the House 
committee? 

Mr. Dean. That is the way it came out of the House committee. 

Chairman McKe war. Are there any further questions, gentleman? 

Senator Corpon. Mr. Chairman, I do not want to burden the 
record on matters that are included in it. I am reading on page 12 of 
the submission of the Commission where there is listed the proposed 
work that can be done within $1,450,000,000. 


PRODUCTION FACILITIES 


There is listed the items for which funds would not be available. 
They are: (a) additional production facilities at a new site, $1,259,- 
500,000; and (6) additional facilities at Savannah River, $171,000,000. 

Then follows this statement: 

The elimination of funds for the two foregoing facilities would result in a delay 
in meeting military requirements for production of fissionable materials of almost 
a year because of the time required to resubmit estimates and secure applications 
for these projects. 


Has that matter been fully discussed before the committee? 
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Senator MayBanx. Let me get straight on it because I talked to 
Senator Russell about it a while ago on the floor. 

I do believe that the suggested amendment by the distinguished 
Senator from Massachusetts to substitute the so-called O’ Mahoney 
amendment on this would give you that power. Would I be wrong? 

Mr. Dean. You are quite correct. 

Senator MaysBanx. There is no use spending $1,000,000,000 and 
then holding up everything for a year emia a teak than 10 percent. 

Mr. Dean. This on page 12 becomes academic if Senator Salton- 
stall’s language is inserted in the bill. This is simply an indication 
to show you the most that we could do. It has no blessing from the 
military. 

Senator Maysanx. What good is it to spend almost $1,000,000,000 
in Savannah River and then hold up the project for another year on 
account of $171,000,000? It does not make sense to me. 

Senator Corpon. Of course, this proposed language has not been 
adopted. 

Senator Maysanx. I only suggested that if Senator Saltonstall’s 
language were adopted, it would straighten us out. 

Mr. Duan. If it were not, and the proviso which is now in the bill 
stays in, we would have to build a partial program, part of a program. 

Senator MayBanxk. You cannot build any part. 

Mr. Dean. Under that interpretation, we could not build any part. 

Senator Corpon. You have listed here $1,450,000,000 worth of 
things you could build. 

Mr. Dean. With the proviso there, I think it is very questionable, 
Senator. 

Senator Corpon. I am taking your word for it. I am not making 
the claim. You have it in your statement “It appears that under 
the provisions of the bill the $1,450,000,000 proposed by the House 
could be most effectively used for the following:” 

Mr. Dean. This was pulled together in a hurry on the assumption 
that you are only going to build a part of the program and not going 
ahead with the whole program. 

Senator Corpon. You can build under the proviso substantially 
$1,500,000,000 of construction. That is what you can build. That is 
what it provides for. 

Mr. Dean. And eliminate the remainder of this. 

Senator Maysank. I want the record again to show that if this 
amendment is adopted by the committee, which was written in this 
Committee on the Armed Services bill, in connection with contract 
authority, or whatever you want to term it, it will not delay the 
Savannah plant a year and this $171,000,000 that you have asked 
for here can be taken care of. 

Mr. Duan. That is correct. 

Senator Mayspank. Because you have taken 250,000 acres of land, 
and the sooner you get through the better off the farmers and the 
rest of the people around there will be. 

Mr. Dean. And the country will be a lot safer. 

Senator Maysanx. I do not question that. 

Senator Bricker. Chairman Dean, if these amendments that are 
suggested are adopted, and the Saltonstall amendment bécomes a 
oy of the bill, then the program that has been endorsed unanimously 

y the Joint Atomic Energy Committee could proceed as rapidly 
as you could plan? 





SUPPLEMENTAL APPROPRIATION BILL, 1953 415 


Mr. Dean. That is right. 

Senator Bricker. | do want to say here that the program, as 
submitted here, as pared down from some $5,000,000,000, met with 
the unanimous approval of the Atomic Energy Committee. I come 
here as a member of that committee under the rules of the Senate, 
to sit here on atomic energy matters. 

There are three members of the committee, the chairman, Senator 
McMahon, and the Senator from New Mexico, Mr. Anderson. 
Senator McMahon is not well, and Senator Anderson is home, and 
not feeling well. 

Senator McMahon has written me this letter, which I would like 
to make a part of the record. 


LETTER FROM SENATOR MCMAHON 


Chairman McKetuar. We have already placed in the record 
letter from Senator McMahon. However, if your letter is not the 
same, we will also put yours in the record at this point. 

(The letter referred to follows:) 

JUNE 28, 1952 
Hon. Jonn W. Bricker, 
United States Senator, 
Senate Office Building, Washington, D. C. 


Dear Senator: This letter is being dictated in my hospital room where I am 
recovering from @ sacroiliac operation. To my great regret I will not be able to 
sit in with you es an ex officio member of the Senate Appropriations Committee 
while the atomic energy supplemental budget is considered. 

This is particularly hard luck because I understand that Senator Anderson, 
the third ex officio member of the Appropriations Committee, is also indisposed. 
It looks as though you will have to carry the ball alone. 

You and I and all the members of the Joint Committee on Atomic Energy have 
lived with this atomic-expansion program for many months now. We have 
studied it together, reviewed it together, and together we all coneluded that it is 
necessary to the defense and security of the United States. Frankly I am proud 
and happy that, on this vital matter of atomic preparedness, we joint committee 
members have thought and acted utterly without regard to any partisan consider- 
ation and that we have arrived at common conclusions in which all of us can heart- 
ily join. 

Naturally I was distressed at the action taken by the House vesterday in 
approving more than a 50 percent cut in the funds requested for the atomic 
program and in approving a rider which has the effect of preventing the full 
program from going forward. I fear the House has given some funds with one 
hand and taken most of those funds away with the other hand. 

This was done without realization of the actual consequences, I am sure, sirce 
the House of course shares our desire that the United States possess atomic weapors 
in numbers sufficiently to prevent war or to win a war if it comes. 

I think vou and I both agree that competitive bidding should play a larger role 
in atomie energy construction contracts than has been possible to date. I think 
we equally agree that we must not throw out the baby with the bath. As the 
appropriation bill now stands, prior to Senate consideration, we just cannot meet 
the military requirements for atomic weapons as laid down by the President, the 
National Security Council, the Secretary of Defense, the Atomic Energy Com- 
‘missioners, and the Joint Chiefs of Staff. 

My purpose in writing is simply to express the hope that the Senate may see fit 
to repair the damage done in the House. Deletion of the rider is, in my sincere 
judgment, absolutely essential. 

I would like also to mention one other thought, for your consideration. <A rider 
in the regular appropriations bill—and the rider applies to the supplemental 
appropriations bill as well—states in effect that the Commission cannot start any 
new project not cited in the budget justification. In general I think the principle 
of this rider is sound. We have now been in the atomic-energy business for a 
decade, and much of the technology is becoming better understood. There is 
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still a field, however, where the technology and the scientific concepts are in flux 
and where we have not accumulated a great backlog of experience. I refer, of 
course, to thermonuclear matters. Here the rider I have just mentioned might 
have an unfortunate effect—creating real delay in the progress of our hydrogen 
program. My thought is therefore that you might wish to advocate the following 
additional rider: 

Provided further, That appropriations for the fiscal year ending June 30, 1953, 
may be used, any other law to the contrary notwithstanding, to start construction 
projects directly and primarily related to thermonuclear matters.” 

It is a frustrating thing to be in the hospital at a time when I would like to be 
working shoulder to shoulder with you for the best interests of our national security 
and world peace. I would be pleased if you care to place this letter in the Congres- 
sional Record. 

All _— wishes and thanks for your consideration of these matters, 

incerely yours, 
Brien McManon, 
Chairman. 


ADDITION TO SAVANNAH PLANT 


Senator Corpon. Assuming you put in $171,000,000, which you 
say is absolutely essential to finish the Savannah plant, if you had 
that much money, would that finish the plant and make it operable? 

Mr. Dzan. No. This $171,000,000 is an entirely new addition 
at the Savannah River plant. 

Senator Corpon. You made a statement a while ago that without 
that you could not operate that plant. 

Mr. Dezan. I did not mean to say that. What I meant to sa 
bt that we could not build this additional facility at Savanna 

iver. 

Senator Corpon. Is that facility essential to the operation of the 
plant at Savannah for whatever purpose you constructed it? We 
do not know what that purpose is, even. 

Mr. Dzan. No; it is quite independent. The rest of the Savannah 
River operation would roll right along without this. 

Senator Bricker. But it is an essential part of the program? 

Mr. Dean. An essential part of the total program. 


ADDITIONAL PRODUCTION FACILITIES 


Senator Corpon. Then we come to (a) $1,259,500,000. In your 
showing before the House, did that figure represent your estimated 
cost of certain additional production facilities or is this simply a 
resulting figure from a subtraction of the House appropriations from 
your request? 

Mr. Dean. This figure that you have just given represents the cost 
of an entire complex at a new site. 

Senator Corpon. Entire what? 

Mr. Dean. Complex of buildings in a project at a new site. 

Senator Corpon. Is that for the production of any different types 
of fissionable material or is it simply accumulative with respect to types 
of production that you now have? 

Mr. Dean. It is different than Savannah River, but it is a cumula- 
tive production to the type at Oak Ridge. 

Chairman McKe.uiar. Gentlemen, if there is nothing further, the 
committee will stand in recess until 10 o’clock tomorrow morning. 

Mr. Dean. Thank you, Mr. Chairman. 

(Whereupon, at 7 p. m. Tuesday, July 1, 1952, the committee 
recessed until 10 a. m., Wednesday, July 2, 1952.) 





